; DAY except 
SUNDAY* 





Here’s how 


> 00 


LITTLE 





it costs to 
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telephone! 











See how little it costs to chat 





with far-away friends or trans- 
act business across the miles 
... by telephone. These low 


Long Distance rates are the re- 





sult of a series of reductions 
in recent years. 

While the rates for Long 
Distance service have been 


going down, its speed and 





clarity have just as steadily 
gone up. The average Long 
Distance call took more than 


five minutes to complete in 





1926 — only one and one-half 
minutes today. . . . Keep in 
touch by telephone quickly, 


personally, inexpensively. 
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NIGHT and 
SUNDAY* 


BETWEEN 





Detroit, Mich. 
Baltimore, Md. . 
Cincinnati, Ohio. 


Boston, Mass. . 


Cleveland, Ohio 
Philadelphia, Pa. 
Louisville, Ky. 

Hartford, Conn. 





Pittsburgh, Pa. . . 
Kansas City, Mo. 
Little Rock, Ark. 
Chicago, Ill... 


Buffalo, N. Y. 
Omaha, Neb. 
Shreveport, La. 


Indianapolis, Ind. 





Butte, Mont. 
Philadelphia, Pa. 
Lansing, Mich. 
Trenton, N. J. 


Spokane, Wash. 
Boston, Mass. 
Wheeling, W. Va. 
Concord, N. H. 





St. Louis, Mo. 
Portland, Me. 
Topeka, Kan. 
Milwaukee, Wis. 


Detroit, Mich. 
Washington, D. C. 
Chicago, Ill. 
Pittsburgh, Pa. 





Atlanta, Ga. 
San Francisco, Cal. 
Toledo, Ohio. . 


Dover, Del. 


Kansas City, Mo. 
Phoenix, Ariz. 
Sioux City, lowa 


Nashville, Tenn. 





Seattle, Wash. . 
New Orleans, La. 
Raleigh, N.C. . . 
St. Paul, Minn. . 


Denver, Colo. 
Minneapolis, Minn. 
Wichita, Kan. 
Salt Lake City, Utah 





Newark, N. J. 
Los Angeles, Cal. 
Denver, Colo. 


Pierre, S. D. 


Fort Worth, Tex. 
Des Moines, lowa 
Buffalo, N. Y. 

New York, N. Y. 





Chicago, lll. . . 
Salt Lake City, Utah 
Providence, R. 1, . 
Portland, Ore. . 


San Francisco, Cal. 
Washington, D. C. 
Santa Fe, N. M. 
Memphis, Tenn. 





Miami, Fla. . . . 
Washington, D.C. . 
Oakland, Cal. . . 


Boston, Mass. 


Los Angeles, Cal. 
Reno, Nev. 
Columbia, S. C. 
Spokane, Wash. 





% 3-minute station-to-station rates. Night rates are in effect 
from 7 P.M. to 4:30 A.M. every night and all day on Sunday. 








Every Investor 
Should Read 
This Free Book: 


“Trend Interpretation” 


“Trend Interpretation” by T. E. 
Rassieur is a comprehensive booklet 
that presents a new sound market 
opportunity. The importance of fol- 
lowing long and short term trend 
movements in buying and selling 
stocks is proved fully and conclu- 
sively by analysis and illustration. 


Shrewd investors know the neces- 
sity of keeping the speculative 
element in stock transactions at a 
minimum. ‘Trend Interpretation” 
tells you how to do it—also gives 
full details of a unique Trend Inter- 
pretation Service based on exact 
mathematical computation—not on 
theories, rumors, or guesses. 


Just ask for a copy of “Trend 
Interpretation.’’ It will be sent free 
and without obligation. 


T. E. RASSIEUR 
Trend Interpretation Service 
‘647 Continental Bldg., St. Louis, Mo. 
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window at The 
Chamberlin 
Hotel you over- 
look Hampton Roads (Chesapeake 
Bay), scene of the Monitor- Merri- 
mac battle, Fortress Monroe, and 
are but a short drive from historic 
Williamsburg, Jamestown, York- 
town, Newport News and Norfolk. 
Here you can combine history and 
scenery with rest and recreation. 
* * * 
300 large outside rooms, with private bath. 
Sandy beach, two swimming pools, Beach 
Club, golf, tennis, riding, yachting, fishing, 
bicycling, dancing. Food service now un- 
excelled. American and European Plans. 


HOTEL Sidney Banks, Managing Director 
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= the present bull market is 
radically different from its prede- 
cessors cannot be denied, yet in too 
many cases we handicap ourselves 
by following old trading rules and 
using methods which have lost a 
good part of their effectiveness. 
Where the ability to decide quickly, 
to sense the prevailing current, was 
once all-important to the speculator, 
this knack is now more apt to inter- 
fere with his success. Patience has 
become the indispensable quality, 
backed up by confidence in an un- 
prejudiced grasp of values. 

One experienced trader recently 
summed up his troubles very frank- 
ly. “It’s like learning to walk all 
over again,” he admitted, “with the 
added difficulty of junking all I 
thought I knew about placing one 


With T h\e Editors 





foot ahead of the other.” This 
man is the exception, with a degree 
of pliability unusual in an expert in 
any line. Others still insist upon 
methods which have been proven 
practical in the past. They aban- 
don positions only to see the ob- 
jective, for which they had hoped, 
realized a month later. When a 
stock “looks bad” they will have 
nothing to do with it, regardless of 
basic strength in the situation. 
When it looks good, they want it 
immediately at any price, with the 
result that their buying frequently 
puts it up to a point where a vacuum 
exists beneath it and an hour of sell- 
ing will erase all gains. The drop 
dismays them because in their lexi- 
con such action indicates a poor 
technical position. Actually it results 






from lack of sustained interest, and 
the man who is adjusting his ideas 
to the new type of market is neither 
drawn in nor frightened out by the 
passing flurry. All of these phe- 
nomena are adding to the back- 
ground he is building up for future 
use—they are teaching him to walk. 

Balance of a delicate sort is 
needed to prevent patience from 
degenerating into either stubborn- 
ness or mere passivity. Understand- 
ing the new tempo of the market, 
however, and synchronizing pur- 
chases and sales as well as possible 
with today’s rhythm, the search for 
unseen or unrealized values should 
be as profitable as it ever was. And 
now, more than ever, the essence of 
timing lies in the elastic quality of 
patience. 





IN THE NEXT ISSUE 


Business Prospect for the Next Three Months 


BY JOHN D. C. WELDON 


Investment Programs Planned to Meet Today's Conditions 


1—For the Investor Demanding Largest Income Compatible With Safety 
2—For the Investor Seeking Moderate Income and Capital Growth 


BY J. C. CLIFFORD 
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Pictures 


imperial Airways Transatian- 
tic ship Caledonia (above) 
takes off from Southampton as 
the Pan American Clipper 
(right) heads eastward on oa 
test flight and survey prior to 
the establishment of regular 
service to Europe. 


Bridging the Atlantic via the air awaits only the formal announcement 


of regular passenger service by our own Pan American Airways and 


Imperial Airways of England. By means of their luxurious flying boats 


Europe is brought within a day's flying time of America. 
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£. KennetH Burcer, Managing Editor 


ROAD AS 


WAR IN ALL BUT NAME... On land, at sea and from 
the air the weapons of war are spreading death and de- 
struction in Spain, in China and upon the waters adjacent 
to both—yet the diplomats of all powers struggle to 
maintain the pretence that there is no war because war 
has not been formally declared. Loathing war, the 
common men and women of every land can only look on 
in fear and trembling as the tactical moves in this mod- 
ern game of nationalist gangsterism grow ever bolder. 
It would seem that it has come perilously close to a yet 
more explosive stage when unidentified submarines rove 
the Mediterranean, sinking neutral ships. 

Where will it end? Unfortunately, nobody knows. It 
is futile to reason on the basis of precedent or experience. 
In the final analysis, whether the world turns back from 
this ever more dangerous path depends not upon public 
desires but upon the decisions and ambitions of three 
individuals—Hitler, Mussolini and Stalin; and_ since 
Russia, possessed of a vast territory and abundant 
natural resources, is on the defensive, the German and 
Italian dictators really hold the answer in their hands. 

If you can forecast how far Hitler and Mussolini will 
dare go, you can forecast the future of Europe. Not 
knowing the answer to this, the peoples of the world can 
only hope desperately for the best, while fearing the 
worst. The dictators have the advantage of being able 


to ignore public opinion, since they repress such opinion 
as they do not control. 


Not being able to do this, the 
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The Trend of Events 


harassed leaders of the democracies feel their way in 
fumbling caution. 

At best, the preparation for war will leave an onerous 
economic burden and, as Secretary of State Hull sadly 
warns, will bankrupt some nations. At worst, the possi- 
bilities for evil stagger the imagination. Appeals to 
reason, to equity, to international law are a mockery 
The gangsters now waging their undeclared wars respect 
only might. If there is one ray of light, it is that they 
seem uncertain themselves whether they dare risk a 
showdown involving Great Britain. If we can get by this 
vear, as British might increases, there may be hope. 


GREEN LIGHT SIGNAL... The lowering of Federa/ 
Reserve rediscount rates, instigated by the Reserve 
Board, can only be accepted as a go ahead signal directed 
at bank lenders and business borrowers. It marks a 
further step in partial reversal of the deflationary action 
taken by our money managers last year is drastically 
raising reserve requirements—a step which in fact proved 
much more deflationary, especially upon the market for 
Government bonds, than had been expected or desired 
by Washington. 

Monetary management is an art, not a science; and 
the Reserve Board can know only with very rough 
approximation what will happen when it pulls this or 
that control lever. That is why it is so easy to carry an 
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expansionist policy too far, as was done in the lowering 
of rediscount rates in 1927—and it is also why last year’s 
effort to apply the brakes gradually and gently produced 
a more abrupt check than was aimed at. The economic- 
financial organization is both vastly complicated and at 
all times responsive to the intangible elements of human 
hope and fear. The latter are the hardest to control. 

Of course, the green credit light was kept burning 
brightly through the years when we were praying for re- 
covery—without having any particularly stimulating 
effect. Whether it will now prove effective remains to be 
seen, but in any event it serves notice very clearly that 
the New Deal at present is not trying to put the brakes 
on the potential boom but, on the contrary, is again try- 
ing the accelerator. It seems that the vehicle slowed 
down too much. 


MR. ROOSEVELT SIGNS THE SUGAR BILL .. . Be- 
cause of the great amount of unfinished business, there 
has been a strong likelihood that the President would 
call an extra session of congress this fall. Now that the 
sugar bill has been signed, however, the threat has been 
greatly diminished. The original Jones-Costigan quota 
system in regard to sugar was due to expire next Decem- 
ber. This was the system which divided up the Ameri- 
can market between the growers of beets, the Louisiana 


and those in Cuba. The pro-rationing arrangement is 
generally considered to have worked well for domestic 
growers as well as those in Cuba, Puerto Rico and else- 
where. The Administration was in no mind to let it 
lapse. However, the latest bill, although it embodies a 
continuance of the quotas, also carried provisions limit- 
ing the importation of refined sugars from Hawaii, 
Puerto Rico and elsewhere. To the latter Mr. Roose- 
velt voiced strenuous objection, terming them the result 
of a “refinery monopoly” and an “unholy alliance” be- 
tween the coast refiners and the domestic producers. 
American Sugar Refining and others have long raised 
vigorous objections to imports of refined sugar and the 
companies undoubtedly are congratulating themselves 
on the success of their efforts. It is to be noted, how- 
ever, under the terms of the bill just signed that this ad- 
vantage lasts only until March 1, 1940, and that the 
Administration is to try and end it sooner. 


SOMEBODY MUST PAY... The railway operating 
unions have cited many reasons why they must have a 
20 per cent increase of wages, ignoring both the fact 
that present wages are at the 1929 level—thus having a 
purchasing power substantially greater than during the 
last boom—and the question of where the money is to 
come from. Let the railroads worry about the money, 
for if they can not survive, the Government can always 
take them over and provide comfortable jobs at the tax- 
payer’s expense! 

Fortunately, there is every reason to believe that the 
present Administration has no taste whatever for Fed- 





eral ownership of the carriers, not as a matter of prin- 
ciple, perhaps, but for very practical reasons. The Fed- 
eral debt is already swollen to a record high above 
$37,000,000,000, not counting billions more in contingent 
liabilities; and the Government bond market is none too 
firm. Mr. Morgenthau would probably shrink with 
horror from the very thought of what issuance of addi- 
tional billions of bonds, for payment to the owners of 
the railroads, would do to the Federal credit. 

Since the policy of the New Deal is to help almost 
everybody at the expense of everybody, the chances are 
that higher freight rates will be granted to the railroads 
in order to make it possible for them to meet the higher 
costs to which New Deal policies have so largely con- 
tributed. That, of course, is not an ideal solution, but it 
appears the only one politically feasible. Pointing in 
this direction, one member of the Interstate Commerce 
Commission, William E. Lee, has already publicly 
warned shippers that, regardless of what causes increases 
in railroad expenses, “we must expect that such increased 
expenses will be reflected in the rates we will have to 
pay.” In short, those who use the railroads will have to 
pay—and, in the last analysis, the strike threatened by 
the brotherhoods is aimed at these. 


STEEL FORECASTS REVISED ... The steel industry is 
not now as confident regarding the scope of autumn 
demand as it was a short time ago. Backlogs built up 
by the phenomenal advance buying in the first quarter 
have been running off rapidly and in some classes of 
steel have been exhausted. New demand has not at- 
tained proportions suggestive of a broad autumn up- 
surge in business, and unless it improves very soon steel 
operations necessarily will taper off from present level 
at 83 per cent of estimated capacity. 

Nearby outlook for heavy steel products, such as rails, 
shapes, plates and pipe, appears more uncertain than 
that for the lighter classes of steel. Volume of con- 
struction remains disappointing; and, pending settlement 
of wage and rate problems, the railroads are going slow 
in buying steel. On the other hand, satisfactory activity 
in sheets and strip can be expected, with the motor 
industry scheduled for heavy production of 1938 cars 
soon and with other consumers’ durable goods—which 
now take more steel than ever before—continuing in 
strong demand. Manufacturers largely specializing in 
light steels will continue to make good profits, and even 
though nearby demand for other types of steel may 
prove somewhat disappointing, the industry’s aggregate 
1937 volume nevertheless will be the best since 1929. 


POLITICS AGAIN PROPS UP COTTON ... At an 
authorized cost of $130,000,000 the American grower of 
cotton is again to be subsidized. The subsidy has been 
fixed at three cents a pound, to be paid on 65% of the 
farmer’s base production provided he agrees to abide 
by a yet-to-be-formulated restriction program. At the 
same time, the cotton grower has been given the right 
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to borrow up to nine cents a pound on his crop, the 
Government, of course, being without the power to col- 
lect any balance due should the price of cotton fall be- 
low nine cents a pound. By what reasoning is the gen- 
eal public of this country taxed for the purpose of 
providing the grower of cotton with a subsidy? Is the 
plight of the cotton farmer so dire as to constitute a 
general menace? It would not seem so, for the price of 
cotton today compares favorably with the average of 
recent years, while the 1937 crop, estimated at 15,593,000 
bales, is a large one. Apparently, however, those that 
“would do something for cotton” choose to ignore the 
size of the crop and consider only the matter of price. 
There is no realization that the farmer’s income is the 
product of price and the size of his crop. But even if 
this were realized, it would still be economically un- 
sound to do anything which would tend to maintain an 
artificially high price for a crop which is exported to the 
extent of cotton. World cotton production is going 
ahead by leaps and bounds and it is doing so at the ex- 
pense of American cotton exports. What it amounts to 
is that the American tax payer is paying good money 
for the purpose of killing a great American export busi- 
ness. The futility of trying to maintain artificially high 
prices is shown in the record of a disillusioned world. 
Is it really necessary that we continue to court grief 
in cotton in order to learn an economic A. B. C.? 


FIRST THINGS LAST... It is plain that consistency is 
not a virtue of politics. Our President began his first 
term with the announced purpose of putting first things 
first, and with assurance that, if experiments proved less 
than perfect, he would be the first to acknowledge that 
fact and try again. Yet we now find the Administration 
bent on vast new experiments—wage and hour control, 
farm production control, more public power projects— 
while ignoring failures and weaknesses in existing laws 
that cry aloud for rational correction. 

An outstanding sample is the Wagner Act. It has not 
lessened industrial strife, as was intended, but has in- 
creased it. It has not clarified the relations between 
employers and employees but further confusd them. As 
a culminating absurdity we see the National Labor Rela- 
tions Board ordering a Pennsylvania concern to ignore 
an order of a Federal District Court that it abide by a 
contract signed with an A. F. of L. union, and hold an 
employee election as demanded by the C. I. O.! The 
Board charges the company has violated the Wagner 
Act. The C. I. O. union charges that the A. F. of L. 
union has ignored the Wagner Act. The A. F. of L. 
union charges that the Labor Board has violated the 
Wagner Act. 

This Alice-in-Wonderland nonsense smacks more of 
comic opera than responsible government. Neverthe- 
less, we must rush off into new “economic planning” and 
forget, rather than revise, plans that have gone wrong. 
First things—an intelligent labor policy, a balanced 
budget, a simplified and broad-based tax system—now 
seem to be last. 








FIXING PRICES—UPWARD . . . Whenever anybody 
proposes to fix prices the motive, in plain English, is 
almost invariably to put them up. Our political leaders 
are by no means responsible entirely for present price- 
fixing schemes. They have merely followed the lead of 
pressure groups powerful enough to command political 
attention. The mania is not new but old. For genera- 
tions some business groups have embraced the price- 
fixing philosophy, with or without the connivance of 
government. That agricultural groups have demanded 
—and obtained—similar privileges, at the ultimate con- 
sumer’s expense, is not surprising. 

With a Federal blessing, retail prices of trademarked 
products are being fixed now under the Miller-Tydings 
law, which certainly will be a boon to merchants selling 
private brands and which, only for this reason, prob- 
ably will not hurt the canny consumer. The buyer, 
however, can not escape price-fixed coal, cotton, rubber, 
tin, coffee, sugar—all of which are under some degree 
of governmental or private “management.” 

Operating in the other direction is a new and foolish 
Minnesota law forbidding the retailer a mark-up of more 
than 10 per cent above manufacturer’s or wholesaler’s 
list price. If this bright idea should spread, the cycle 
would be complete—taking us to the Utopia in which the 
Government fixed all prices up for the seller, down for 
the buyer! 


IT WILL PASS ... During the current attack of invest- 
ment and business jitters, a wise and successful financier 
reminds us that “nothing is ever as good or as bad as 
it seems.” It is true that the market has been thin 
enough to put most commission firms on an uncom- 
fortable spot; and it is true that SEC rules, high mar- 
gins and the capital gains tax have contributed greatly 
to smaller volume. But, even allowing for a market vol- 
ume permanently lower than prevailed during most of 
the last boom, it is probable that it will be larger than 
seen in recent weeks. The fact is that it was not until 
1925 that daily volume averaged more than 1,000,000 
shares with any consistency; and the fact is also that 
in every period of investment doubt activity drops 
sharply. Floor traders and specialists, being no more 
anxious to risk their money at a time of uncertainty 
than is the general public, contribute most to activity 
and orderly markets when such help is least needed: 
that is, when the market is relatively active. We do not 
for a moment blame them, but there is no need to ignore 
the realities and blame all evils on the SEC and the 
Reserve Board. The present phase will pass, and brok- 
ers again will be optimistic. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 640. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, September 6, 1937. 
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E:. the past year or two it has seldom been possible to 

discuss the outlook for the stock market without adding 
the tiresome reservation: “barring war.” Time and 
again the European tension has risen to fever height, 
then quieted down. In none of these previous periods 
of recurrent war alarms was there any significant invest- 
ment liquidation precipitated, and speculative selling 
based on war threats invariably proved to be on the 
wrong side of the market. 

In shaping the attitude of this pub- 
lication, we realized that the conse- 
quences of the smoldering conflicts of 
national interests and policies in Europe 
and the Far East were beyond the range 
of rational forecast, both as to scope and 
timing, since they rested on the incal- 
culable actions of the German and Ital- 
ian dictators and Japan’s top military 
clique. We concluded that, while keep- 
ing this background uncertainty ever in 
mind and repeatedly calling the atten- 
tion of our readers to the potential 
danger that it might involve for our 
present thin market, the only practical 
speculative and investment policy was 
to do nothing about it unless and until it definitely 
reached the explosive stage. Abundant investment and 
speculative opportunities in the stock market since early 
1935 would have been passed up had one been prema- 
ture in attempting to call the turn at which interna- 
tional hostilities would pass from the latent to the 
dangerously active stage. 

During the past fortnight the war danger has mounted 
to perilous heights and world confidence has suffered a 
jittery slump, frightening the London market and con- 
verting what had been a relatively unimportant reac- 
tion in the New York market into a serious decline. 
Markets that had successfully stood up under the im- 
pact of the initial fighting in China and the continued 
warfare in Spain could not stomach the more serious 
turn of events represented by several of the most recent 
developments. 

Unidentified submarines rove the Mediterranean, 
sinking British and other neutral ships; attacking 
British warships and being, in turn, attacked by them. 
The Japanese Navy bluntly warns British and American 
warships and merchant vessels to keep out of its zone 
of action, and the commander of the United States 
Asiatic Fleet replies with announcement that an Ameri- 
can warship will convoy each American merchant ship 
entering or leaving Shanghai. Additional British war- 
ships are rushed to the Mediterranean. News despatches 
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report a large fleet of Russian airplanes moving to aid 
the Chinese. 

Now it is possible that this tension may again subside 
to a latent phase. It is a fact that thus far the aggressor 
nations have carefully directed their open hostilities 
only at weak nations, not yet daring flatly to press the 
Franco-British alliance beyond the breaking point. 
Some competent. observers reason that we are having 
this chaos of undeclared wars against 
weak peoples, bombings of civilians and 
piratical submarine raiding because no 
government, even Germany or Italy, 
dares risk destruction in another great, 
single war involving at once all major 
European powers. 

Perhaps so. We are frank to say 
we simply do not know. Meanwhile. 
this latest blow is added to a less con- 
fident business sentiment regarding the 
autumn prospect, although trade and 
production, payrolls and farm income 
remain at a high level, corporate profits 
and dividends for the year will be good 
and the outlook for further longer-term 
economic expansion is unchanged. Also. 
with sentiment shaky, fears of additional New Deal 
reforms and regulations, to result either from a special 
session of Congress this fall or from the regular ses- 
sion beginning in January, naturally come to the fore. 
Finally, the demonstrated consequences of even a mod- 
erate volume of investment liquidation in our painfully 
thin market have set people thinking of the potentialities 
for crisis should unforeseeable events induce more 
important selling. 

In short, a combination of unfavorable factors—but 
recently so closely balanced with the favorable factors 
that it was possible to maintain reasoned optimism—has 
now definitely tipped the scales. As this is written, 
the entire advance from the June low has been wiped 
out, with the major—and technically significant portion 
of the movement—developing within the fortnight since 
our last previous analysis was written. 

The question now, for investors and speculators, is 
what to do about it. The most pertinent technical fact 
is that the advance from the June lows failed to carry 
above the previous bull market high and, at the recent 
lowest point, had been entirely cancelled. Attention, 
therefore, must for the present center not on renewal 
of the major advance, but on the question whether the 
June lows will hold. On the basis of such fundamentals 
as prevailing dividend yields in relation to short-term 
interest rates and the favorable longer-term business 
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stabilization. 


At present the market appears not far from a level of 
Although a cautious short-term trading policy 


is essential, we advise retention of sound longer-range 


holdings and selective purchases in periods of reaction. 


prospect indicated both by the natural forces and the 
compelling political needs of those directing our more or 
less “managed” economy, the old lows should hold. 
They could be broken, however, on the average either 
by further deterioration of the world situation or as a 
result of the unsatisfactory technical condition of the 
New Deal market, as shown this year when the first 
significant pressure came after several years of relatively 
easy sailing. 

We are of the opinion that, while a distinct phase of 
the bull market appears to have terminated, the market 
is likely for some time to hold within a broad trading 
range of transitional consolidation, such as was experi- 
enced in 1934 and similar also to the pause which in 
1926 interrupted the great 1924-1929 advance. The 
primary forces operative are such that we would adhere 
to this view even should the June average lows be 
extended in some degree. Therefore, we strongly advo- 
cate retention of investment holdings of sound equities, 
as well as longer-range speculative commitments that 
are adequately protected. On the other hand, logic 
suggests the wisdom of paring down short-range specu- 
lative positions in periods of rally, looking forward to 
opportunities for less risky and more profitable employ- 


ment of trading capital when a firmer bottom under- 
neath is indicated by the inevitable flattening out 
process. 

As regards the business prospect, some degree of reces- 
sion is normal after great and protracted advance; and 
we believe it is likely to be comparable, perhaps, to that 
which occurred in the closing months of 1927, and less 
than that which occurred in 1924, both these precedents 
having represented temporary interludes in a long period 
of prosperity and neither having had serious repercus- 
sions on employment and consumer buying power. 

It must not be forgotten that conscious governmental 
stimulation has played a vital part in this recovery, and 
conscious governmental repression has played its part 
in bringing on the present correction. The attention of 
Washington now centers on whether correction may go 
too far. It is implicit in the political realities—with 
Congressional elections coming along next year—that 
the groundwork must be laid for a further phase of 
economic expansion. We can therefore expect that the 
recent lowering of Federal Reserve rediscount rates will 
be followed in due course by other moves aimed at 
stimulation. They have been effective before and 
will be again. 
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Ending of present hodge podge of parties may 


result in non-political breathing spell and a 


I. is obviously too early to forecast with any exactness 
the 1940 political realignment which everybody antici- 
pates from old-fashioned Democrats’ exasperation over 
President Roosevelt’s ultra-liberal policies and his appar- 
ent determination to defy party sentiment still further. 
Three years hence he may have disappeared from the 
horizon as a dominant figure, the old parties may rally 
to less jazzy bugle calls and again battle on ground 
where the grass has grown green over the scenes of their 
indolent, pre-Roosevelt skirmishes. 

A foreign war, a severe depression or a populace fat 
and forgetful through full, economic recovery may return 
the GOP to power almost without warning, as such 
events are wont to do. Under such circumstances the 
Democratic differences now exciting national notice 
would produce no permanent repercussions, leave no 
scars except on their own lacerated hides. These pros- 
pects, though seemingly remote now, must be borne in 
mind in any preview of tomorrow’s political vicissitudes. 
. There is nothing so unstable as an administration which 
gains and retains power through turbulent and recurring 
appeal to the popular emotions. 


A Cataclysmic Year 


Barring such happenings, however, it appears that 
1940 will be both a cathartic and cataclysmic year, pro- 
foundly affecting our social and economic mores for at 
least a decade. Roosevelt and anti-Roosevelt forces 
will collide within the narrow space of a Democratic 
national convention, subsequently at primaries and elec- 
tions, explode and shower into pieces which not all the 
White House Humpty-Dumpties may be able to put to- 
gether again. In any event, the commercial and indus- 
trial community will then discover the fairly long-time 
trend which government will pursue, and be able to or- 
der its household accordingly. Even the uncertainties 
which another Roosevelt triumph may foreshadow will 
amount to a gain over today’s “doubt, hesitation and 
pain.” 

The detonating charge will be touched off in the hall 
where restless and moody Democrats assemble to choose 
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respite for harassed business. 


Political Re-Alignment for 1940 


TUCKER 


their presidential standard-bearer and frame their plat- 
form. Mr. Roosevelt will either be available for a third 
nomination, or he will strive to nominate a man of his 
social and economic twist. Just as surely the Democratic 
Old Guard which wrecked his program at the recent 
session of Congress will scheme to oust him and his co- 
horts from party control, and name one of their inde- 
pendent ilk. It’s impossible to say whether the defenders 
of democracy will win over the manipulators of the ma- 
chine and the dispensers of billions in popular subsidies. 

This, however, is certain: The conflict will be fierce, 
unreasoning and prophetic. The vanquished will hardly 
kiss and make up for the simple reason that you can’t 
kiss comfortably with puffed lips, broken noses, black 
eyes and sore hearts. Even now, when the two factions 
have indulged only in preliminary rehearsals, the prin- 
cipal actors are hardly on speaking terms—the Guffeys 
and Wheelers, the Burkes and Farleys, the Glasses and 
Roosevelts. Whichever faction loses will undoubtedly 
carry its woes and wounds to “the peepul.” 

In the event of a Roosevelt victory, especially if it is 
preceded by the purge which Keystoner Joseph P. Guf- 
fey threatens, it is inevitable that the old-timers will bolt 
the hall, and stage a rump convention for naming an 
independent, Democratic ticket. There is the bare 
chance that they will merge openly with the Republi- 
cans, but since most of the rebels hail from states where 
that party is still anathema, it is more probable that they 
will prefer to preserve their Democratic identity. The 
men most frequently mentioned as prospective nominees 
for this group are Senator Harry Byrd of Virginia, Sena- 
tor Bennett Clark of Missouri, even Burton K. Wheeler 
of Montana, though they reflect the type rather than the 
individual who would appeal to the insurgent mind. 

Should the Old Guard dominate the convention, 
however, it is likely that the Roosevelt liberals will walk 
out, amalgamate with like-minded groups which wear no 
party label on their hats or hearts—the La Follettes, 
the Farmer-Laborites, the American Labor League, even 
the right wing of the Socialists — and proclaim the 
Caesarian birth of a new progressive movement dedicated 
to Roosevelt principles, not to mention a few wrinkles 
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which he has not but might think up on the spur of the 
political moment. 

You may take your pick, but the prospective banner- 
yavers for such a party number, in the order of their cur- 
rent ranking, “Young Bob” La Follette of Wisconsin, 
Majority Leader Alben F. Barkley of Kentucky, Secre- 
tary Henry A. Wallace of Iowa, Governor George H. 
Farle of Pennsylvania and Governor Frank Murphy of 
Michigan. It is extremely doubtful if Mr. Roosevelt 
would increase the handicaps of his crowd in a split 
contest by running himself. 

In view of such a cleavage, there would be only one 
course for the Republicans. They would forget forth- 
with all timid proposals for a merger with conservative 
Democrats, and enter the field with their own slate. The 
prospect of vanquishing their ancient enemies would be 
too tempting for them to sacrifice and submerge them- 
selves in a noble movement to rid the nation of Roose- 
velt reforms and novelties. Though the G O P professes 
to be desirous only of saving democratic government, 
nobody who knows practical politics doubts for a mo- 
ment that they contemplate and crave salvation in terms 
of jobs. They wouldn’t be human—and they would 
have no chance to stage a comeback—if they didn’t! 

Bi-partisan Progressives likewise yearn for this sort of 
political breakup, and Mr. Roosevelt is peculiarly sus- 
ceptible to their persuasions. Political mavericks like 
Senator Norris and Senator La Follette supported Mr. 
Roosevelt in 1932 and 1936 because they preferred his 
social philosophy to Hoover and Landon doctrines. 
They embraced F D R rather than his party. On certain 
legislative fronts they have counselled more extreme ac- 
tion than he dared to espouse, but they have been con- 
tent to accept the crumbs which fell from the New Deal 


table. Now, however, they know that neither Mr. 
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Roosevelt nor any other Democratic President can 
achieve the reforms they desire so long as he must de- 
pend upon southern politicos for election and legislative 
majorities. So they will add their voices to the clamor 
of circumstances which seems to insure a showdown at 
the polls three years hence. That makes it unanimous! 


Effect on Business 


To abandon political speculation for the moment, 
what would such a confused contest mean to the business 
man and manufacturer who has come to realize that his 
bread and butter (and his employes’) are intimately and 
inextricably involved with the men who live and legislate 
beneath the White House roof and Capitol Dome? For 
one thing, it means that there would be an excellent 
chance of repelling the Roosevelt forces and restoring a 
simple, practical, decentralized form of government, 
though slightly remodelled to conform to changed cir- 
cumstances. A Democratic party so divided might 
easily succumb to a Republican organization which 
rolled up 17,000,000 votes with a weak candidate, a fac- 
ing-both-ways platform and against a man who strode 
the ramparts of mob popularity. 

It’s possible that Mr. Roosevelt’s 1940 proxy might 
corral a majority of the popular vote, but it might be so 
split in several key states—New England, New York, 
Pennsylvania, Ohio, Illinois, Michigan—that the G O P 
would occupy more seats in America’s most important 
college—the electoral. Moreover, if the Democratic Old 
Guard named a strong figure as head of its ticket, the 
White House protegé would lose the traditional advan- 
tage he would otherwise possess in southern and south- 
western states under the present, meaningless alignment. 
There is the further prospect (Please turn to page 687) 
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Is 
Over or Under Stocked? 


Business 


New Light on the Question of 


Current Inventories and Their 


Relation to the Outlook for 


Trade and Industry 


BY HENRY L. 


iiss an investor in the unfortunate position of hav- 
ing to commit himself to an industry on the basis of one 
set of facts, and one set only. He might choose produc- 
tion figures, or those on sales volume; he might even 
elect to be given information on profits or profit-margins. 
There are many sets of figures that might be chosen for 
sound reasons, but the one that would prove most valu- 
able in the greatest number of cases would tell him the 
relative size of stocks on hand. One can think of excep- 
tional circumstances, but when stocks are low it is 
justifiable to count on a period of activity and prosperity 
for producers. Large stocks, on the other hand, are a 
danger signal, although when one has the added informa- 
tion that demand is also large it is a signal that may 
frequently be ignored without serious consequences. 
Looking at this matter of stocks in its broadest sense, 
it is never a reasonable contention that a country is 
over-supplied with goods in general. In our own par- 
ticular case, even though there have been four years of 


BLACKBURN 


increasing productivity, obviously there is an enormous 
need for goods of all kinds: indeed, in many important 
lines one can see that as yet we are still far from having 
made up even the ravages of the depression. Never- 
theless, this is not to say that individual companies, 
even whole industries, cannot become temporarily over- 
stocked. And, when the condition becomes fairly wide- 
spread we have a business recession. An excellent ex- 
ample of a temporary business recession which sprang 
from excessive inventories occurred in the latter part of 
1933 when the country as a whole needed things mate- 
rial as seldom before in its history. In the spring of 
1933, it will be remembered, the Government’s aban- 
donment of the gold standard, the widespread talk of 
inflation, the other “reflationary” measures that were 
taken, all combined to bring about a violent speculative 
rush to buy goods. Then came the N RA and the cer- 
tainty that there would be a marked increase in pro- 
duction costs. Manufacturers, a large part of whose 








output already was getting no nearer the 
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ultimate consumer than a_ middleman’s 
warehouse, began to produce in excess of 
what even the speculatively-inspired whole- 
saler would take. The final result, of course. 
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was a sharp set-back in the late summer of 
1933 and it was only after the lapse of a full 
year that the condition of excessive inven- 
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tories was corrected and business productiv- 
ity began to hit its stride again. 
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Today, there are those who believe that 
output in a number of important lines has 
again temporarily outrun the ability of the 
consumer to absorb it and that the situation 
is trending toward that which prevailed 
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some four years ago. Certainly, some ev! 
dence can be assembled to support this 
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view. One can take a list of companies at 
random and it will be found in the vast 
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najority of cases that their inventories 
atthe end of June were higher than at 
the end of last year and much higher 
ihn on June 30, 1936. It is not for- 
wtten, of course, that higher prices 
mke it necessary to invest more 
noney in inventory though the physi- 
al volume remains unchanged: then, 
io, a greater business activity makes 
it necessary to carry a larger stock of 
sods on hand. 

But even making for 
these factors say the pessimists, the 
fact remains that business has again 
become over-stocked and nothing in 
the way of a major gain can be ex- 
yected from this point until the condi- 
tion has been remedied. They go on to 
vite the divisions of the cotton industry 
which, by feverish production in the 
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Inventories in Various Companies 


Company 


American Woolen....... 


Atlas Powder...........- 


Bigelow Sanford......... 
Cluett, Peabody.......... 


Colgate-Palmolive-Peet...... 


Continental Oil 
Goodyear Tire & Rubber... 
Hercules Powder.......... 
International Shoe......... 


eee ee 


Melville Shoe........... 
Mohawk Carpet......... 
Monsanto Chemical. ..... 
Montgomery Ward........ 
National Lead......... 
Pessey G.C):........ 
Peoples Drug........... 
St. Joseph Lead...... 
Sears Roebuck.......... 


U. S. Rubber. 



















latter part of last year and the early 
part of this, piled up an excessive stock 
of goods which has not as yet been 





t- Estimated. 





(1) 


Sales 1st Inventory Salesist Inventory i 
Half 1936 6/30/36 Ratio Half 1937 6/30/37 Ratio 
(000 omitted) (000 omitted) 
33,654 30,674 1.1 45,285 35,124 1.3 
see 7,476 2,544 2.9 8,980 2,986 3.0 
11,684 11,683 1.0 15,586 15,984 1.0 
7,735 6,047 1.3 9,597 8,927 1.1 
Ms 41,235 19,367 2.1 52,651 27,460 1.9 
, 35,074 11,948 2.9 41,928 12,218 3.4 
. 90,909 66,661 1.4 116,476 76,844 1.5 
. 16,444 6,686 2.5 23,679 10,275 2.3 
see 37,390(2) 28,761(2) 1.3 44,475(2)  32,004(2) 1.4 
9,805 2,026 4.7 11,443+ 2,961 3.9 
17,344 4,560 3.8 19,290 5,590 3.4 
7,221 7,189 0.9 10,540 11,847 0.9 
13,437 5,908 2.3 17,303 6,702 2.6 
159,363(1) 68,168(1) 2.3 203,826(1) ae aa 
36,608 20,002 1.8 50,729 22,097 2.3 
105,818 54,825 1.9 115,313 72,731 1.6 
9,870 2,636 3.7 10,882 2,857 3.8 
9,005 7,105 1.3 18,437 6,051 3.1 
234,414 82,775(1) 2.8 273,515 = cs eoee oes 
48,402 20,751 2.8 59,280 21,471 2.8 
ee 71,401 33,318 2.1 94,776 $0,214 1.9 
July 16. (2)— May 31. 








worked off. Another example may be 
found in the boot and shoe industry. 
Endicott-Johnson, among the most important producers 
of footwear in the country, recently announced that the 
work-week in all its shoe factories and tanneries had been 
reduced from five days to three days. The company 
stated specifically that the move was caused by over- 
production for several weeks past and that it was desired 
to reduce large inventories of finished shoes and leather. 
Some 21.000 men have been affected. 

Other examples of companies curtailing operations 
because of top-heavy inventories may be found. Most 
of the Akron tire factories are working only about 
twenty-four hours a week because of large stocks of 
casings on hand. Earlier in the year, when labor trouble 
in the rubber industry was most threatening, major 
efforts were made by automobile manufacturers and 
tire dealers to accumulate a surplus of casings. When 
the labor troubles failed to materialize this surplus was 
eaten into, resulting in curtailed shipments from manu- 
facturers and consequently a building up of the latters’ 
stocks. At one time total tire inventories are estimated 
to have been in excess of 20,000,000 units, or roughly 
40 per cent greater than at the same time last year. 
More recently, however, there has been some reduction. 

Despite these and other instances of heavy stocks. 
there is hardly a general comparison between the inven- 
tory situation today and that which brought the unset- 
tlement in the late summer of 1933. Certainly, there 
is this important difference: raw material inventories 
quite clearly are much lower today than they were four 
years ago. The mountainous stocks of copper, lead and 
zinc have gone. A combination of drought, crop curtail- 
ment and increased consumption has removed an enorm- 
ous surplus of farm products. Indeed, it is only because 
of bumper crops this year in many regions that the 
danger of a shortage has been eliminated. 

The manner in which metal stocks have declined since 
their peak at the height of the depression has been one 
of the most remarkable features of the recovery. Cop- 
per inventories were at one time so huge that the indus- 
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try stopped publishing statistics on the theory that even 
the worst of pessimists could hardly imagine conditions 
worse than they actually were. How different is the 
situation today: domestic refinery stocks which are in 
the neighborhood of 120,000 short tons are about half 
what they were a year ago. World refinery stocks at 
about 320,000 tons are roughly 100,000 tons below a 
year ago. World consumption in July was 180,000 tons, 
so that stocks on hand are equivalent to less than two 
months supply. The ratio for the United States alone 
is about the same. It is true, of course, that copper 
stocks have shown some tendency to increase over re- 
cent months and that for July the domestic use of cop- 
per was some 28,000 tons below the high point reached 
last April. Admitting this, however, no one would con- 
tend that a supply of copper equivalent to less than 
two months’ consumption was excessive. 

As for lead and zine, the statistical position is even 
better. United States’ stocks of lead at the end of July 
established a record low for the recovery. Zinc is in 
such meager supply, with stocks on hand practically 
exhausted, that the metal is being imported. 

And so it goes with the majority of raw materials 
whether they be metals or something else. There are, 
however, always exceptions and in this case two at least 
are sufficiently important to deserve individual men- 
tion. The inventory situation in the oil industry is one 
which may be said to be hovering around the danger 
point. Backed by crude oil production at a record high. 
stocks of gasoline are about ten per cent higher than at 
this time last year. Relative to the increase in con- 
sumption. of course, there has actually been some de- 
cline in gasoline stocks compared with a year ago, but 
if one remembers that they were thought to be high in 
1936, it is probably a fair conclusion that a material 
increase from this point would be dangerous. 

Bituminous coal is another raw material of which 
stocks appear to be on the heavy side. Just as the auto- 
mobile industry accumulated (Please turn to page 684) 
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Breathing spell for business now is illusory; even if 
Congress does not come back for special session, legis- 
lative preparatory work and departmental activities 
(plus possibilty of Roosevelt speeches) will keep Wash- 
ington in the headlines and keep government in the 
minds of business men. 


Crop control battle lines will be formed during fall. 
Roosevelt insists government needs full powers to influ- 
ence business cycles. Wallace is disappointed over farm- 
ers’ little enthusiasm for ever-normal-granary plan. 
Skeptical Congressmen will try to compromise, following 
lead of Chairman Jones of House Agricultural Com- 
mittee, who frowns on Government production control 
and price-pegging. Roosevelt will construe Congress’ 
promise to “consider” farm legislation first next session 
as pledge to pass whatever he presents. 


Commodity dollar scheme will complicate new farm 
plans. Senator Thomas and Representative Patman 





WASHINGTON SEES— 


Congress’ record imposing in spite of sneers. 


Scant breathing spell for business during 
recess. 


Crop control developing as the big battle 
of next session. 


Tax revision prospects disappointing. 


Unemployment census uncovering little of 
value. 


Business in for more disparagement and 
interference. 


Railroad finance control bill next year to 
have teeth. 








are quietly forming bloc to insist on amendment to 
regulate value of money on basis of commodity prices. 


Tax revision next session won’t be complete scientific 
approach to revenue problem; probably won’t touch 
such fundamentals as exempt securities, overlapping 
state-federal fields, proper role of excise and hidden taxes, 
diminishing returns of high surtaxes; will be chiefly 
glorified loophole plugging aimed at getting more money 
from sources that look profitable and dropping only 
those taxes and regulations that yield little in propor- 
tion to their trouble. 


Federal incorporation of industry (O’Mahoney-A F of 
L plan) is being favorably eyed by New Dealers as 
promising means of securing further business control. 


F H A plan for aiding private capital build large-scale 
low-rent housing got squeezed out of Wagner subsidized 
housing bill, but will be pushed next year, partly in the 
hope of confining government housing to real slum clear- 
ance not possible without subsidy. 


Consumer co-op enthusiasts hope to cash in if Tydings 
resale price bill works as they forecast to raise prices of 
advertised staples. Co-ops would have to follow set 
prices but members’ dividends would be larger, and it 
would help them push their own brands. 


Czech trade agreement planned by Hull contemplates 
duty cuts on highly protected manufactured goods, 
which will bring new storm of protests against idea of 
reciprocity in a war-torn world. 


Railroad finance and holding company control bill will 
be ready next session, outcome of Senator Wheeler’s long 
investigation. Certainly will be strict and may be as 
drastic as utility holding company “death sentence” act. 


President's Son James has got in the hair of many 
Congressmen and administration officials who neverthe- 
less have come to realize (in common with many lobby- 
ists) that he sits at the right hand of the throne and is 
fast becoming one of the most influential men in the 
administration, not in policy-making but in getting 
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things done. As White House Secretary, Jimmy is sup- 
posed to be serving political interneship but is letting 
no grass grow under his feet, though he has not been 
very successful as Congressional contactman. 


McGrady's retirement from Labor Department, long 
forecast because Mme. Perkins made his job impos- 
sible, will cost Roosevelt one of his most efficient and 
level-headed sub-cabinet officials and put him on a 


spot in picking new Assistant Secretary of Labor who 
can please all labor factions and work with his superior. 


H OL C raid to stop foreclosures and reduce interest 
rates is being planned for next session by big-hearted 
Congressmen, stimulated by pressure groups which have 
some aspects of a racket, encouraged by passage of 
farm credit subsidies over veto. Efforts by officials 
postponed but did not suppress this drive last session. 





Principal Accomplishments of Recent Congress 


RELIEF 

Appropriated $1,500,000,000 to be 
spent largely at President's discretion. 
Continued C C C for three years; Ex- 
tended life of Federal Surplus Com- 
modity Corp. Created Disaster Loan 
Corp. 


FINANCE 

Extended lending powers of R F C; 
Treasury's gold stabilization fund; Presi- 
dent's powers to revalue the dollar; use 
ef government bonds as collateral for 
F R notes. 


AGRICULTURE 


Continued federal soil conservation 
payments plan; extended A A A market- 
ing agreements provisions; revised 
lesding machinery of Farm Credit Admin.; 
continued subsidized interest rate on 
farm mortgage loans over veto. 

Created Farmers Home Corp. in De- 
partment of Agriculture to make 40-year 
3 per cent loans for farm laborers and 
tenants to buy farms. 


NEUTRALITY 


Neutrality act, extended for two years 
with less discretion than President de- 
sired, prohibits credit or sale of essen- 
tial goods to belligerents. 


EXCISE TAXES 


Extended for two years $650,000,000 
of taxes on gasoline, telegraph messages, 


automobiles, and other commodities and 
the 3 cent letter postage rate. 


TAX LOOPHOLE ACT 

Increased taxes on personal holding 
companies, personal trusts, and non- 
resident alien individuals and corpora- 
tions to prevent avoidance of federal 
income taxes. 


JUDICIAL REFORM 

Permits Supreme Court justices to re- 
tire on full pay after reaching age of 
70 with 10 years service. 

Limits scope of injunctions against acts 
of Congress, permits Attorney General 
to intervene in cases involving the con- 
stitutionality of statutes, provides direct 
appeal to Supreme Court of constitu- 
tional questions, and permits reassign- 
ment of judges in a circuit. 


RAILROAD RETIREMENT 

Pensions provided for railroad em- 
ployees; carriers’ taxing act provides 
funds by graduated taxes on payrolls and 
emloyees incomes. 


HOUSING 

U. S. Public Housing Authority created 
in Department of Interior empowered to 
borrow and lend to local public housing 
agencies $500,000,000 for three year slum 
clearance and low cost housing construc- 
tion program; operating subsidies up to 


$20,000,000 annually provided; limits 
placed on project costs and geographi- 
cal concentration. 


SUGAR ACT 

Extends Jones-Costigan sugar quotas 
and provides specific refining quotas to 
end in 1940; imposes tax of 2 cent per 
pound on manufactured sugar. 


OIL CONTROL 

Interstate oil production compact and 
Connally low prohibiting interstate 
shipments of illegally produced oil both 
extended for two years. 


BITUMINOUS COAL ACT 

Guffey coal act re-enacted to meet 
Supreme Court objections; taxes coal 
production and creates Commission to 
regulate prices and marketing practices. 


TYDINGS-MILLER ACT 

Permits manufacturers of trade-marked 
products to use interstate commerce in 
making contracts with distributors fixing 
resale prices. 


UNEMPLOYMENT CENSUS 


Provides for a partial check on un- 
employment by voluntary registration of 
jobless before next April. 


APPROPRIATIONS 
Appropriated in excess of $9,000,000,- 
000. 


What Congress Left for Next Session 


SUPREME COURT REORGANIZATION 
President's plan to add new justices 

fo the Supreme Court sent back to 

Senate committee, but may be revived. 


WAGE AND HOUR LEGISLATION 

Modified Black-Connery bill to fix mini- 
mum wages at 40 cents an hour and 
maximum working week at 40 hours cer- 
fain to come up, possibly in more dras- 
tic form. 


CROP CONTROL 

Stipulated as first order of business 
next session; committees studying during 
recess; will provide ever normal granary 
plan but probably voluntary instead of 
¢ompulsory crop curtailment. 


GOVERNMENT REORGANIZATION 


House passed minor portions of Presi- 
dent's ambitious progrom for reorganiz- 
ing administrative machinery of federal 
government at his discretion. 


REGIONAL PLANNING 
Creation of eight regional authorities 


modeled on T V A, to develop power 
and conserve resources; in committee. 


TRANSPORTATION 

Control of air commerce and water 
corriers by | C C; neither bill passed 
either house. Seventy-car train limit bill 
passed Senate. Repeal of long and short 
haul clause of interstate commerce act 
passed House. Railroad holding com- 
pany legislation likely. 


CORPORATE REORGANIZATION 
Chandler, Lea, and Barkley bills to 
amend securities and bankruptcy acts to 
provide control of trust indentures and 
reorganization in bankruptcy. 


TARIFF 
Rewriting of administrative provisions 
of the tariff laws; passed House. 


PUBLIC UTILITIES 

Regulation of interstate gas pipe lines 
by Federal Power Commission; passed 
House, reported by Senate committee. 


Resolution directing Federal Trade 
Commission to investigate Utility propa- 
ganda against public ownership; passed 
Senate, still in House committee. 


TAX REVISION 

Treasury's proposal for general re- 
vision of internal revenue laws will be 
studied by Congressional committees 
during recess; expected to be ready for 
consideration early next session. 


BANK LEGISLATION 

Sentiment growing behind bil!s for 
government ownership of Reserve banks 
and for a form of commodity dollar. 


ANTI-LYNCHING BILL 
Passed House; pledged for early action 
in Senate. 


CHILD LABOR 

Bill prohibiting use of child labor in 
industries manufacturing for interstate 
commerce passed Senate; will be con- 
sidered in House unless incorporated in 
wage-hour bill. 
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Armeo for the Long Pull 


Many Factors Contribute to Favorable Position of 


American Rolling Mill 


BY LAURENCE STERN 


I. THEORY the most impressive progress in the steel 
industry this year should be made by those manufac- 
turers for whom satisfactory activity in the heavy indus- 
tries is the chief difference between profitable and non- 
profitable operations. Companies such as these—United 
States Steel, Bethlehem, Youngstown, Jones & Laughlin 
—passed the “pay point” relatively late in the recovery 
cycle, are still under former profit levels and, assuming 
continued economic expansion, should enjoy very large 
growth in sales and earnings. 

Steel manufacturers primarily dependent on sales to 
the motor and other industries making consumers’ dur- 
able goods were relatively quick to feel the recovery, 
had reached or were approaching record high sales and 
profits last year—when most heavy steel companies were 
just beginning to make money—and for many months 
have been not far from capacity. Hence it would seem 
that the potentialities of further progress in steel com- 
panies of this type should be somewhat limited. 

The above sounds plausible—but consider the per- 


formance of the American Rolling Mill Company, dis- 
tinctly a manufacturer of light steels and the largest 
unit specializing predominantly in the manufacture of 
sheets. By the end of last year it was rather generally 
believed by the Wall Street prognosticators that Rolling 
Mill was probably near a ceiling of profits. Results for 
the first quarter of this year appeared to support that 
assumption, profit for the period being only some 12 per 
cent larger than for the final quarter of 1936, while, on 
the other hand, United States Steel’s earnings for the 
same period bettered those of the preceding quarter by 
more than 38 per cent. 

But when the second quarter of 1937 came along. 
Rolling Mill’s record high profit proved to be 86 per 
cent larger than in the first quarter and 108 per cent 
larger than in the final quarter of last year; while profit 
of United States Steel in the second quarter was 26.6 
per cent larger than in the first quarter and approxi- 
mately 75 per cent larger than in the final period of 1936. 

In short, during the first half of this year, the largest 

independent maker of sheets made relatively 








greater progress than the kingpin of heavy 

















steel—the latter, of course, being also the 
biggest maker of light steels. The most im- 
portant factors making this performance 





NET SALES 


AMERICAN ROLLING MILL CO. 


possible were three. In the first place, de- 
mand for sheet and strip steel proved to 





have more vitality than most observers had 
allowed for at the start of the year. In the 





second place, Rolling Mill began to cash in 
handsomely on plant improvements previ- 





ously made, the combination of increased 
efficiency and large volume lifting operating 





profit margin radically. Third, prices aver- 
aged higher than in the first quarter and 





MILLIONS OF DOLLARS 


evidently more than offset higher costs. 
It is worth noting right here—to digress 
for a moment—that expenditures of hun- 








dreds of millions for plant betterment by 
the industrial giants get the publicity. 





























though they often result in less actual 
change in total earning power than results 

















from far less spectacular capital expansion 











by smaller and more flexible enterprises. 
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4rmco’s total fixed property ac- 
wunt, less depreciation, is approxi- 
mately $76,000,000 as against 

#1,350,000,000 for United States 
Steel. It is no pygmy, even as steel 
business goes, but it is small enough 
and flexible enough so that $5,000,- 
0 or $10,000,000 applied to im- 
proving a few key plants can work 
wonders—as second quarter earn- 
ings have shown. A further expan- 
jon and modernization program, to 
«st approximately $12,200,000, is 
under way, financed by a recent 
preferred stock issue, effect of which 
fnancing upon capitalization will be 
considered hereafter. 

Now, of course, Armco’s excellent 
yerformance during the recovery to 
date, and especially during the first 
half of this year, is no guarantee 
that equally spectacular gains in 
eaming power will continue. Pos- 
bly the theory of a nearby ceiling 





in profits and volume of light steel View of the cold rolling process for sheet steel which American Rolling mill developed 
companies has been basically cor- and has widely licensed to other steel companies. 


rect but merely a bit premature as 

totiming. To arrive at a sound conclusion as to Armco’s 
potentialities certainly involves more than considera- 
tion of comparative earnings over any brief period. It 
involves, especially, consideration of the prospective 
markets for the particular kinds of steel that Armco 
makes; its competitive position in those markets; ils 
physical capacity; its operating efficiency, etc. Obvi- 
ously, the ideal future for Armco would rest on further 
large expansion in the demand for sheet and strip steel. 
a satisfactory share of such demand at favorable prices 
and a substantially enlarged and more efficient manu- 
facturing capacity with which to handle the larger 
volume. 

It is neither accident nor excellent management that 
brought Armco’s sales last year to a record high of 
$101,463,000—about 44 per cent larger than in 1929— 
or that pushed volume on to a further record high of 
$63,822,000 in the first six months of this year. This 


was 


half-year sales total was less than $7,000,000 under vol- 





ume for the full vear 1929 and, with the exception of 
1929, topped sales of any pre-depression year. Nor was 
general economic recovery more than partly responsible 
for this performance, because, obviously, aggregate busi- 
hess activity last year was not 44 per cent higher than 
in 1929 but, on the contrary, well under 1929 volume. 
For that matter, Armco attained a new high in sales 
as early as 1935. 

The fact is that, wholly apart from the cyclical ex- 
pansions and contractions of general business activity, 
some fundamental and permanent shifts in steel demand 
have been going on for some years, and with especial 
rapidity during the past decade. Eliminating cyclical 
vaviations entirely, demand for some kinds of steel has 
Hattened out or declined, while demand for other kinds 
of steel has expanded. Armco has been in the fortunate 
position of specializing in the one classification of steel 
—sheets—which has had a tremendous, evolutionary 
expansion of consumption. That fact, plus general re- 
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covery, makes possible a sales volume undreamed of 
not many years ago. 

It is perhaps interesting to note that in the very depth 
of the depression demand for sheet and strip steel was 
sufficient, in comparison with demand for most other 
classes of steel, to indicate a very promising future for 
this type of steel business. For example, Armco’s sales 
in the three worst years—1931, 1932 and 1933—averaged 
about $36,300,000 a year, whereas over the five years 
1923 - 1927— years of general 
business prosperity and great 
expansion in the capital goods 
industries — sales had averaged 
only $32,700,000 per year. Sales 
began to rise sharply after 1927. 
Why? In part, of course, to the 
rampant business optimism of 
1928-1929, and in part to 
Armco’s taking over of addi- 
tional properties— but, much 
more important, it was due to 
the double circumstance that 
the industries using light steels 
were on the way to a long-term 
expansion, in which depression 
was to be but an interlude, and 
that Armco had developed and 
made available to the entire in- 
dustry, through license agreements, the continu- 
ous mill for rolling iron and steel sheets. 

Before the continuous rolling mill, sheets were 
rolled by hand. The new method, now used by 
all important steel companies on a royalty basis, 
greatly reduced the cost of production, and in 
so doing gave unprecedented stimulation to the 
use of flat rolled steel products in both old and 
new fields. It can therefore be truly said that 
Armco’s record sales are due to a permanent 
alteration in steel consuming channels, and that, 
by the innovation of the continuous rolling mill 
the company itself played a big part in creating 
new or expanded markets. 

Illustrating this alteration, in the five-year 
period 1922-1926 the railroads accounted for 
25.1 per cent of the steel market and building 
for 17.2 per cent, with these two markets, com- 
bined, making up 42.3 per cent of the total. Last 
year the figure for railroads was only 10.3 per cent 
and that for building only 12.5 per cent, a total of 
22.8 per cent or not much more than half of the 1922- 
1926 proportion. In contrast, automobile and miscel- 
laneous steel demand last year made up 47.1 per cent 
of the total, against only 31.9 per cent in 1922-1926. 
Expressed otherwise, sheets last year accounted for 21.9 
per cent of all steel made, as compared with 12.8 per 
cent in 1922-1926; while strip, which is simply the nar- 
rower widths of flat-rolled metal, accounted for 9.7 per 
cent, against 2.5 per cent. Thus sheets and strip com- 
bined came to 31.6 per cent of the steel market last year, 
as against 15.3 per cent in 1922-1926. 

Now, of course, these proportional comparisons may 
be somewhat faulty, since building and the railroads 
were still in the grip of depression last year. It is quite 
likely that these two steel markets will show further 


650 





















Top: George M. Verity, 

Chairman of the Board, and 

Charles R. Hook, President of 
American Rolling Mill Co. 








recovery, perhaps a very large recovery. Nevertheleg 
the striking fact remains that, with total per capita bys. 
ness activity back to above 95 per cent of the 1923-199; 
average by the close of 1936, the physical productioy 
of sheets and strip last year was about two and one-half 
times as large as in 1922-1926. 

The man does not live who can forecast accurately the 
future rate of expansion of demand for steel or its varia. 
tions as between different classes of steels. It may be 
that the factor of cyclical economic expansion 
for some time to come will benefit the heavy 
steels, especially if we see better times for build. 
ing and the railroads, rather more than it wil 
benefit the makers of light steels—but as a longer. 
term investment generality the cold fact is that 
light steels constitute the dynamic branch of the 
industry. One speculates on possibilities, but trie; 
to invest on certainties. Further recovery in heavy 
steels is a probability, and even dynamic future 
expansion is possible—but not a certainty. Fur 
ther important growth in consumption of light 
steels is a certainty over the longer term, even 
though its ultimate proportions are beyond guess, 
If one desires to invest, rather than speculate, 
in steel, who is better qualified to 
venture opinions as to future mar. 
kets than the hard-headed steel 
masters who have been making 
and selling all types of steel 
these many years? You do not 
have to approach them, for their 
actions speak for themselves. The 
expansion and modernization of 
steel facilities that you have 
heard so much about the past 
two years is preponderantly in 
light steels, especially sheets. The 
hundreds of millions spent by such 
giants as United States Steel and 
Bethlehem are aimed chiefly at 
the production of more and bet- 
ter sheets—not more rails and 
structurals. They are investing 
on a clearly defined trend, leaving 
for the future such conjectural 
matters as how steep the line 
of market growth may be and what its ultimate limits 
may be. With the biggest steel companies in the busi- I 
ness concentrating their expansion policies on improving 
their positions in light steels, that would seem to be as 
sound a tip-off as the individual steel investor could 
seek. And if light steels constitute the most promising 
branch of the business, there is much to be said for 
investing in steel companies which are exculsively in 
this favored branch, rather than part in and _ part 
out. 

Up until now there has been plenty of business for 
all companies with sheet and strip steels to sell. With 
demand taxing facilities, prices have been firm and sales 
organizations have had easy sailing. Necessarily the 
question arises whether the rapid expansion of sheet- 
rolling facilities does not point to the development be- 
fore long of a more intensely competitive situation in 
this market and smaller profit margins, with the edge 
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going not to companies that were building new con- 
tinuous rolling mills in 1934 and 1935 but to those 
climbing on the bandwagon in a big way in 1936 and 
1937 with the last word in modern equipment. 

This question is exceedingly difficult to answer. Yet 
the fact is that the managements of successful corpora- 
tions do not base expansion plans on theory or hope, 
at least in the majority of instances, but on the basis 
of what existing consumption trends indicate as being 
reasonably probable. Moreover, sheet-making capacity 
has more than doubled in recent years. It was expanded 
sharply in 1935, and in 1936 and is expanding this year— 
without having yet outrun demonstrated demand. On 
the basis of increasing capacity, this bogey of future 
overcapacity could have been set up by the end of 
1935, and would have been imaginary. 

Citing this possible threat of over-capacity in sheets, 
some observers have argued, by inference, that it would 
be more prudent for the investor to select heavy steels. 
The argument is illogical in two respects. First, the 
heavy steels are moving might and main to increase 
their sheet-making capacity, so that if there is a future 
over-capacity it will affect them, as well as those pre- 
ponderantly in light steels. Secord, it is manifest that 
at present the heavy steel companies are loaded with 
excess capacity as to rails and structurals, and it is cer- 
tainly conjectural whether the return on this part of 
the heavy steel investment will prove as good in future 
as it has been in the past. This present over-capacity 
is not creating chaotic competition or price weakness in 
rails and structural steel. 

In short, any valid argument against investing in a 
light steel company is a valid argument against investing 
in the steel industry. As to that, even light steels ex- 
perience enormous cyclical variations in demand, and 
neither investor nor speculator will be happy holding 
them when times are bad. The same, however, goes for 
the vast majority of all common stocks. 

In terms of ratio of net profits to sales, earnings per 
ton of capacity, and earnings per ton of steel produced. 
Armco’s past record, including the 
1936 performance, has been  sur- 
passed by certain other companies, 
notably such highly efficient and 
strategically located units as Inland 
Steel, National Steel and Youngs- 
town Sheet & Tube. Such varia- 
tions, however, are largely of theo- 
retical investment significance. The 
more important investment consid- 
erations are the earnings trend, the 
earnings per share of stock, the ratio 
of earnings to market price, the cur- 
rent financial position and the qual- 
ily of management. 

As long as the underlying trend 
of the country’s economic activity 
points upward—and no termination 
of this trend is in sight—Armco’s 
carnings trend will be favorable. 
Even in its record high sales and 
profits of the second quarter, opera- 
tions averaged only 88.8 per cent of 
finished steel capacity. Should ex- 
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panding markets for light steels produce a still higher 
operating rate, profits could rise very substantially above 
present levels, since general administration and selling 
costs would not be increased. Moreover, for the longer 
term, it is a reasonable expectation that additional 
plant improvement and the fruits of continuing research 
will also contribute to expanded earnings. On the other 
hand, it is not to be expected that the recent phenomenal 
rate of percentage gain in sales and profits will continue 
without any interruption. The better general business 
conditions become, the smaller are the gains from quar- 
ter to quarter or year to year; and the greater the scope 
and duration of advance, the more likely becomes a 
business relapse or even possibly an “off” year. There 
are some signs of business slackening now and senti- 
ment regarding the fourth quarter is doubtful. 

For the first half of the year Armco earned $2.30 per 
share on 2,868,513 outstanding shares of common stock. 
On the basis of July and August operations, supported 
by substantial backlogs of orders during a period of 
slack steel buying by the motor industry, it is to be 
doubted that third quarter profits will show any im- 
portant recession. With production of new models now 
rapidly increasing, the motor industry—Armco’s best 
customer—will take a rising volume of stee! through 
September and will constitute a strong support to light 
steel demand during the fourth quarter. It is, of course, 
not possible at this time to estimate, even roughly, 
earnings for the year. It may be noted, however, that 
a rate of profits only half that for the second quarter—- 
and it should be better—would produce 1937 net of 
around $3.80 per share on stock now outstanding. If 
one takes that guess, dividends at a minimum should 
be $3; and the common stock around current quotation 
of 36 would seem quite reasonably priced. Even on a 
$2.50 dividend the stock would yield, on basis of present 
price, nearly 7 per cent. 

Chief purposes of $45,000,000 financing recently com- 
pleted through sale of 450,000 shares of 414 per cent 
convertible preferred were (Please turn to page 690) 








Armco's recently completed research building which is constructed of stainless steel 
and porcelain enameled sheets, Middietown, Ohio. 
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BY DR. 





= than one quarter of all Latin American dollar 
bonds outstanding on behalf of governments and polit - 
ical subdivisions is receiving interest in full. Partial 
interest is being paid on well over 40 per cent, while 
more than one-third is in complete default. 


Argentina 


Argentina has faithfully discharged her obligations. 
Interest and sinking fund payments have been met in 
full. The Republic has had a perfect fiscal record for 
nearly 40 years. As a result of several successful con- 
version operations in the American market, the service 
on the country’s long term dollar debt will, beginning 
with 1938, aggregate slightly more than $7,000,000 a 
year compared with appreciably more than $20,000,000 
which Argentina has been obliged to pay heretofore, a 
saving of over $13,000,000 a year. The importance of 
this figure will be better appreciated if one considers 
that $13,000,000 represents annual interest on $260,000.- 
000 at the rate of 5%. 

While Argentina’s favorable bal- 
ance of trade with Great Britain is 
substantially larger than that with 
the United States, suggesting that 
Great Britain might be a somewhat 
more logical place for Argentina to 
secure financial accommodations, 
the balance with the United States 
is sufficiently favorable to warrant 
the view that American investments 
in Argentine Government bonds are 
still adequately protected. 

The only question that may be 
raised is whether bonds are particu- 
larly attractive to American invest- 
ors at prevailing levels, where the 
yield is equivalent to the return on 
domestic issues of comparable value. 
In other words, it would not be 
especially advantageous for a dis- 
criminating and conservative bond 
buyer in the United States to travel 
several thousand miles when the 
same end can be achieved at home. 

As regards political sub-divisions 
of Argentine, the City of Buenos 
Aires has always enjoyed a credit 
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standing similar to that held by the Federal Govern. 
ment. Arrangements have been made in the Argentine 
market to raise funds sufficient to retire the City’s dollar 
obligations bearing interest at rates varying from 6 to 
614%. The fiscal record of most of the other political 
sub-divisions of Argentina is not impressive enough to 
justify their unqualified endorsement. This is especially 
true of the Provinces of Buenos Aires, Santa Fe and 
Mendoza. While interest is being paid at greatly re- 
duced rates, no payment is being made to bondholders 
who refused to accept the reduction. The Province of 
Cordoba is the exception. Interest payments have been 
met promptly, but the sinking fund amounting to 3% 
a year and scheduled to be applied to semi-annual draw- 
ings at par has been in suspense since January, 1933. 


Bolivia 
The outlook for Bolivian bonds cannot be viewed 
very optimistically. Resumption of interest which has 


been in default for almost six years is not expected. 


ee 


2 


Latin American Bonds are no better than Latin American trade. 
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Bonds continue unattractive, even 
fom the speculative point of view. 

If arrangements were to be made 
io service the foreign debt, there 
would be required at the market 
rate for free exchange, that is, the 
o-called bank rate, about 250,000,- 
400 bolivianos, or 50,000,000 bolivi- 
anos more than the entire budget 
for the current year. However, 
there is no reason why military ex- 
penditures could not be drastically 
reduced and some payment ordered 
om account of the external debt. 


Brazil 


According to a dispatch from Rio 
de Janeiro under date of August 18. 
negotiations with Brazil relative to 
the service on the dollar debt of 
the Government and the various po- 
litical sub-divisions “have been con- 
cluded.” The report states that the 
new arrangement “reduces the in- 
terest rate called for by the Aranha 
scheme and sets up an amortization 
fund... . It will run for five years 
beginning at the termination of the 
Aranha scheme in March, 1938.” It 
is further stated that “the propos- 
als are directly between Brazil and 
the United States and are free of 
any arrangement which Brazil may 
later enter with other countries.” 

While it was suspected right along 
that American holders of Brazilian 
bonds would once again be “taken 
for a ride,” thanks to the activities 
on the part of agents or agencies 
presumably acting for the benefit 
of American investors in foreign 
lands, even the most confirmed pes- 
simist did not expect anyone to 
sanction an arrangement with Brazil 
at this time which would call for a 
reduction in the rate of interest as 
provided in the Aranha Plan of 
1934. Even the latter was distinctly 
inequitable in view of the existing 
commercial relations between Brazil 
and the United States at the 
time of its consummation. — Inas- 
much as conditions in Brazil have 
improved very materially compared 
with the situation four years ago, 
a lowering of rates is utterly inde- 
fensible. 

In case Brazil is to introduce a 
new sinking fund schedule, it should 
not be done at the expense of the in- 
terest which boncholders are to re- 
ceive. No one should be expected to 
assist a defaulting debtor in acquir- 
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The Status 


ARGENTINA 
Amount Issued... ; 
Amount Outstanding. .... 
Amount Rec. Full Interest. . 
Amount Rec. Partial Interest 
Amount in Complete Default 


BOLIVIA 
Amount Issued..... .. 
Amount Outstanding... . . 
Amount in Complete Default 


BRAZIL 
Amount Issued... .. 
Amount Outstanding. . . 
Amount Rec. Full Interest 
Amount Rec. Partial Interest 
Amount in Complete Default 


CHILE 
Amount Issued... 
Amount Outstanding 
Amount Rec. Partial Interest 


COLOMBIA 
Amount Issued 
Amount Outstanding. . 
Amount Rec. Full Interest 
Amount in Complete Default 


COSTA RICA 
Amount Issued. ..... 
Amount Outstanding. ..... 
Amount in Complete Default 


CUBA 
Amount Issued. . . 
Amount Outstanding...... 
Amount Rec. Full Interest. 
Amount in Complete Default 


DOMINICAN REPUBLIC 
Amount Issued... ... 
Amount Outstanding... . 
Amount Rec. Full Interest 


ECUADOR 
Amount I sued... 


Amount Outstanding... ... soe 


Amount in Complete Default 


GUATEMALA 
Amount Issued... .. - 
Amount Outstanding....... 
Amount Rec. Partial Interest 


HAITI 
Amount Issued... . ‘ 
Amount Outstanding... . . 
Amount Rec. Full Interest 


MEXICO—(See ''B’’) 
Amount Issued........ 
Amount Outstanding... ... 
Amount in Complete Default 


NICARAGUA 
Amount Issued... . 
Amount Outstanding....... 
Amount Rec. Partial Interest 


PANAMA 
Amount Issued......... : 
Amount Outstanding....... 
Amount Ree. Full Int: rest. . 
Amount Ree. Partial Interest. . 
Amount in Complete Default 


PERU 
Amount Issued... . ; 
Amount Outstanding....... 
Amount Rec. Partial Interest 
Amount in Complete Default 


Fed. Govt. 


$261,300,000 


222,458,500* 
222,458,500 


68,400,000 
59,422,000 
59,422,000 


206,384,545 
170,778,245 

26,105,745 
144,672,500 


274,912,000 
231,108,0007 
231,108,000 


79,762,725 
64,866,672 
3,354,672 

61,512,000 


11,826,056 
10,456,451 
10,456,451 


151,500,000 
84,522,300 
44,522,300. 
40,000,000 


20,000,000 
16,292,000 
16,292,000 


12,282,000 
10,722,000 
10,722,000 


9,214,000 
4,829,000 
4,829,000 


18,530,000 
9,008,000 
9,008,000 


339,099,500} 
305,476,5001+ 
305,476,5007 


3,744,150 
955,000 
955,000! 


20,655,126 
18,145,0007 
3,718,000 
3,097,500 
11,329,500 


90,000,000 
81,580,500 
81,580,5 


of Latin American Bonds 


Provinces Municipalities 
$103,711,524 $24,621,000 
88,387,500 19,018,000 
69,950,700 11,619,000** 
11,705,000 1,752,000 
6,731,800 5,647,000 
171,610,000 71,920,000 
141,926,800 56,998,500 
19,762,000 ...... sees 
120,184,800 56,998,500 
i ees ir 
Earee 21,680,000 
19,682,500 
19,682,500 
67,350,000 26,085,000 
59,988,000 22,509,900 
59,988,000 22,509,900 
3,252,000 235,000 
3,252,000 235,000 
3,252,000 235,000 
500,000 
371,500 
371,500 
1,500,090 3,030,000 
1,189,090 2,887,000 
1,189,030 2,837,030 





Total 


$389,632,524 
329,864,000 
304,028,200 
13,457,000 
12,378,800 


68,400,000 
59,422,000 
59,422,000 


449,914,545 
369,703,545 
45,867,745 
321,855,800 
1,980,000 


296,592,000 
250,790,500 
250,790,500 


173,197,725 
147,364,572 

3,354,672 
144,009,900 


11,826,056 
10,456,451 
10,456,451 


151,500,000 
84,522,300 
44,522,300 
40,000,000 


20,000,000 
16,292,000 
16,292,000 


12,282,000 
10,722,000 
10,722,000 


9,214,000 
4,829,000 
4,829,000 


18,530,000 
9,008,000 
9,008,000 


342,586,500 
308,963,500 
308,963,500 


3,744,150 
955,000 
955,000 


21,155,126 
18,516,500 
3,718,000 
3,469,100 
11,329,500 


94,590,000 
85,656,500 
81,580,500 

4,076,000 












The Status of Latin American Bonds 


Fed. Govt. Provinces 

EL SALVADOR 
Amount Issued 
Amount Outstanding 


Amount Rec. Partial Interest 


16 500,000 
12,389,700 
12,389,700 


URUGUAY 
Amount Issued 
Amount Outstanding 
Amount Rec. Partial Interest 
Amount in Complete Default 


56,586,000 
52,947,500 
52.947,500 


TOTAL LATIN AMERICA 
Amount Issued 
Amount Outstanding 
Amount Rec. Full Interest.............. 
Id., in % of Total 
Amount Rec. Partial Interest 
Id., in % of Total 
Amount in Complete Default 
id., in % of Total 


1,640,696,102 
1,355,957,368 
325,459,217 
24.00 
531,579,700 
39.20 
498,918,451 
36.80 


347,423,524 
294,743,300 
89,712,700 
30.43 
131,889,800 
44.74 
73,140,800 
24.83 


*—OF total, $129,195,099 converted or called for payment. 
Aires expected to be called for payment. 
tt—Includes government guaranteed railway and industrial issues. 
ciated Nicaraguan currency. B—The amount is estimated as follows: 


Issued 
Mexico 5s, 1899 
Mexico 4s, 1910 
Mexico 4s, 1904 
| ; 
National Packing Bonds 
Irrigation Bonds 
Railroad Bonds 


159,212,000 
131,659,400 


*~—Represents bonds of City of Buenos 
t—tncludes government guaranteed mortgage bank bonds. 
t—Payments made only in depre- 


Outstanding 
$18,000,000 


231,599,500 


directly from the purely nominal 
distribution. If Chile is sincere jp 
presenting her case to bondholders, 
the Republic should pay all the 
funds available for debt service to 
bondholders in the form of interest 
and defer the employment of sink- 
ing fund until the situation in the 
Republic is such as to enable it to 
amortize bonds without taking ad- 
vantage of low prices brought about 
by a default. 

On the basis of the present atti- 
tude of the Chilean Government, 
the various Chilean issues appear 
definitely unattractive, unless the 
holder of bonds or the prospective 
buyer is willing to speculate on the 
possibility that our southern neigh- 
bor will sooner or later realize its 
obligation and will make an attempt 
to meet the service on contractual 
commitments in a more honest and 
equitable manner. 


(Cont.] 


Municipatities Total 

16,500,000 
12,389,700 
12,389,700 


11,171,000 
9,957,000 


67,757,000 
62,904,500 
52,947,500 

9,957,000 


2,147,331,626 
1,782,350,068 
426,790,917 
23.94 
738,264,000 
41.64 
613,295,151 
34.42 


11,619,000 
8.82 
78,804,500 
59.85 
41,235,900 
31.33 


12,500,000 
9,500,000 
7,500,000 
4,500,000 

21,877,000 


Colombia 


Since Colombia’s favorable _bal- 
ance of trade with the United States 
in the first half of this year is more 





ing obligations at low prices brought about by inability or 


unwillingness to meet payments of interest in full. It 
would be far more desirable if bondholders were asked to 
agree to a continued suspension of sinking funds rather 
than to a further cut in the rate of interest which has 
already been reduced drastically by the Aranha Agree- 
ment. Much has been said about the iniquities incident 
on repatriation of bonds, and those who assist debtors 
in such a policy of repatriation become equally guilty. 

The conclusion which one is unfortunately obliged to 
draw from the Brazilian situation is that American hold- 
ers of foreign bonds, which are in complete or partial 
default, are entirely helpless and will undoubtedly con- 
tinue to be so until the Administration in Washington 
will see its way clear to put into effect Title II of the 
Securities Act of 1933, which calls for adequate protec- 
tion of American holders of defaulted foreign bonds 
through the medium of an agency indirectly controlled 
by the Federal Government. 


Chile 


The Republic of Chile is a classic example of cases 
where the credit of governments cannot and should not 
be determined on the basis of statistical data alone, and 
where the inherent integrity and willingness to pay are 
far more significant than so-called capacity. 

In connection with the offer which the Chilean Gov- 
ernment has made to American bondholders, it is worth 
bearing in mind that only one-half of the amount avail- 
able for debt service under the plan is used to pay 
interest, while the other half is used to repatriate bonds 
in the market at greatly depreciated prices, which result 
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than sufficient to pay over 444% on 
the total Colombian dollar debt, the position of the 
Republic at the end of the year should be such as to 
render payment of interest in full far less burdensome 
than is true of many of Colombia’s neighbors. Since 
the United States is responsible for the highly satisfac- 
tory commercial position of Colombia, there is no reason 
why strong representations cannot be made to the 
Colombian Government to the end that it ceases to 
disregard completely the rights and privileges of Ameri- 
can creditors. 
Analysis of the various Colombian dollar issues re- 
veals that possibilities for enhancement in value exist 
in a number of instances. 


Costa Rica 


Costa Rican obligations have been in complete de- 
fault for almost a year and in partial default since the 
summer of 1932. It is hoped and expected that an ad- 
justment will be reached in the not distant future and 
that interest payments, at least in part, will be re- 
sumed. Although conditions in the Republic have not 
been what might be desired, the situation is nevertheless 
such as to justify recognition, at least in part, of the 
claims of American creditors. 


Cuba 


While the service on all Cuban external obligations 
is being met in accordance with provisions of loan agree- 
ments, no payment of any kind has been made since 
December, 1933, with respect to the public works bonds. 

Special public works taxes, (Please turn to page 690) 
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Carrier air conditioning ducts in a large southern hotel. Installation and finished job. 


The Business of 


Climate Making 


A Frank Appraisal of the 


Outlook for Air Conditioning 


BY JOHN F. TRAVIS 


= the fast growing infant industries, none occu- 
pies a more prominent place in the public mind than 
air conditioning. Millions who know little or nothing 
about plastics or Diesel engines, and who accept rayon 
as just another fabric, have at one time or another 
come into at least temporarily interesting and thought- 
provocative personal contact with air conditioning in 
motion picture theaters, department stores, railroad 
cars, restaurants or otherwise. 

Probably a majority of those who have had such 
contact—especially on a day of high and humid summer 
heat—would unhesitatingly proclaim: “This thing has 
agreat future!” And countless thousands of these very 
likely would add: “Gee, I wish I had air conditioning 
in my house.” 

It is therefore not surprising that a considerable air 
conditioning literature has sprung up, ranging from 
staid trade journals specializing in this field to some- 
what imaginative articles in the Sunday newspaper sup- 
plements; that scores of colleges and universities are 
offering instruction in the science of air conditioning; 
that glamorous guesses are being made as to the ulti- 
mate potential market; and that many investors and 
speculators are pondering the question of whether to 
seek a stake in this expanding industry, as well as the 
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equally difficult question of what company or com- 
panies through which to participate. 

Some statisticians boldly proclaim that within a very 
few years air conditioning will have a billion-dollar per 
year market in this country. Many writers, romancing 
about the new industries that are to provide jobs and 
carry us forward to another era of prosperity. refer to 
the vast economic changes wrought in comparatively 
recent times by development of the automobile, the 
radio, motion pictures, aviation and the mechanical 
refrigerator—and argue there is no reason why the air 
conditioning industry should not experience similar 
growth, to the great benefit of the country and with 
profit to those wisc enough, or lucky enough, to select 
—and select early—just the right manufacturing enter- 
prise of enterprises in this field. These optimists point 
out that continuation of the rate of percentage sales 
gains of the past several years would produce a billion- 
dollar market by 1944. 

On the other hand, the best informed men in the busi- 
ness shrink from any long range guessing, and deride 
talk of a billion-dollar demand. They cite various manu- 
facturing and marketing problems as practical reasons 
why, in their opinion, the recent rate of expansion is 
unlikely to continue. 
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Assembling the largest Carrier centrifugal compressor to provide 
refrigeration for a Detroit department store. 


One is instinctively inclined to discount the rosy fore- 
casts of lay observers and to respect the views of those 
whose knowledge derives from practical daily contact 
with the job of making and selling air conditioning 
equipment—and vet. even though the factors that will 
govern expansion of this industry may differ radically 
from those which have governed development of other 
new industries during the past two generations, it must 
be remembeied that in the early days of most new 
industries the ultimate commercial potentialities could 
not be visualized even by their pioneer developers. Had 
anyone, within or without the motor industry. forecast 
in 1900 that this horseless carriage would have a three- 
billion-dollar market in 1936, that individual would have 
been regarded as crazy. No one in the infancy of avia- 
tion or radio or motion pictures could have any concep- 
tion of what these things would be a few decades hence. 

To be on the safe side, then, let us say that the poten- 
tialities in air conditioning are somewhere between the 
present relatively small market—estimated at, roughly. 
$90,000,000 this year—and the one-billion-dollar mar- 
ket that the most optimistic dream of—and precisely 
where, between these extremes, the ultimate market lies 
must remain wholly conjectural, depending upon such 
unpredictable factors as further technical development. 
further cost reduction, the trend of building, public 
taste. national income, etc. 

Before considering the future possibilities, however. 
one must begin with a definition of terms, for a great 
variety of equipment is being advertised and sold under 
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the label “air conditioning,” although much of it 
would not be so termed by any heating or ven. 
tilating engineer. The American Society of 
Heating and Ventilating Engineers gives air 
conditioning the following somewhat formidable 
definition: 

“The simultaneous control of all or at least the 
first three of those factors affecting both the phy- 
sical and chemical conditions of the atmosphere 
within any structure. These factors include 
temperature, humidity, motion, distribution, 
dust, bacteria, odors, toxic gases, and ionization, 
most of which affect in greater or lesser degree 
human health and comfort.” 

It need hardly be said that the market for 
air conditioning that completely conforms to this 
definition is a relatively small one. For our pw- 
poses here, full air conditioning controls the tem- 
perature, filters the air and regulates the humid- 
ity—all on a year-around basis. This means 
equipment which will heat, humidify and filter 
the air in the winter; and which will cool, dehu- 
midify and filter the air in the summer. Any 
equipment which does less than this is only 
partial air conditioning such, for example, as 
units which will make a single room comfortable 
in the summer or so-called air conditioned heat- 
ing systems which warm, filter, humidify and 
circulate air in the heating season. 

The market falls into three broad, and partly 
overlapping, classes which may be defined as (1) 
process; (2) commercial; and (3) human con- 
fort. Use of full year-around air conditioning in 
many industrial plants, in which control of the 
atmosphere is essential to efficient operation, is more 
than a quarter of a century old. In 1903 Willis Carrier, 
now chairman of the Carrier Corporation — only 
company of any importance specializing exclusively 
in this field—installed the first air conditioning sys- 
tem in a New York City lithographing plant. That 
was the year in which the Wright brothers made the 
first successful flight in an airplane. Rayon, tobacco, 
chemical and baking processes are among the numer- 
ous list now creating a market for industrial air condi- 
tioning. Apart from processing requirements, there 
is also a slowly growing industrial market founded on 
the fact that comfort of employees at work is an aid to 
efficiency and therefore to cost reduction. Use of air 
conditioning for the latter purpose is usually not to 
alleviate ordinary summer temperatures but to make 
bearable extraordinary temperatures incident to certain 
operations, such as ferges or deep mining. 

The industrial fieia was long the biggest market for 
air conditioning, but now ranks second to commercial 
demand. This demand rests on the common competi- 
live move to attract customers by providing comfort- 
able premises. Users, or prospective users, of air con- 
ditioning in this market include theaters, restaurants. 


hotels, railroad cars, department stores and other retail - 


establishments, etc. 

The “human comfort” field—thought by some to offer 
the greatest ultimate potentiality—includes the private 
residence, public buildings, offices of corporate execu- 
tives, ete. 
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Obviously, the economic dividing une between these 
markets falls between equipment which is a luxury serv- 
ing the comfort of the buyer and equipment which is 
glif-liquidating because it tends to increase the business 
or profits of the buyer. The present initial cost and 
operating cost of air conditioning equipment—whether 
a complete central system or a room unit—is no bar 
to substantial further development of the commercial 
and industrial markets, although, naturally, lower costs 
would hasten such development. Especially in the com- 
mercial market, trade competition is a powerful sup- 
port. If a department store or restaurant installs air 
conditioning, competitors inevitably must follow or 
lose patronage. 

In the household market, however, the potential 
buyer must weigh relatively high initial and operating 
cost of air conditioning against the degree of his need 
of, or desire for, summer comfort. Here there is no 
analogy between air conditioning equipment and an 
automobile or a refrigerator. For the average person, 
especially in those industrial areas in which public pur- 
chasing power is greatest, the number of days in the 
year in which an automobile will be used vastly exceeds 
the number of days of extremely uncomfortable sum- 
mer weather such as would set up desire for air condi- 
tioning. Comparison with a mechanical refrigerator 
would be even more absurd, for the latter is consider- 
ably less expensive than air conditioning both in initial 
cost and operating costs, is of year-around utility and 
actually saves the buyer some money both by elimi- 
nating the ice man and reducing food spoilage. 


geen nggy mmmgunmaggioee: 
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One of American Radiator's home winter air-conditioning units. 


Moreover, so far as existing residences are concerned, 
as a practical matter any considerable demand, even 
allowing for possible future lowering of costs, must cen- 
ter in room units designed chiefly to provide summer 
comfort, rather than in complete central air condition- 
ing systems. The latter require cellar location—taking 
the place of conventional heating systems—and also 
require air ducts built into the walls so as to provide 
registers and return grills in each room. This is not too 
costly in new building but involves very expensive alte: 
ation of old dwellings. 

It is possible for a fairly substantial luxury market 
to be developed in portable room coolers, such as might 
be used, for example, in a living room during the day 
and evening, and in a bed room at night—but no mass 
market here is in sight, and development of it would 
seem to hinge on a very material reduction in costs. 
No doubt there will be some lowering of initial and 
operating costs, but as a simple engineering matter 
there are inherent limiting elements here, so that it is 
altogether improbable that a home air conditioner will 
ever have the product appeal—taking into account over- 


all costs and amount of (Please turn to page 686) 








Leading Listed Stocks Offering a Stake 
in Air Conditioning 


Carrier Corp. General Electric 


Holland Furnace Servel 
Minneapolis-Honeywell Chrysler 
General Motors Nash-Kelvinator 
American Radiator Borg-Warner 


Westinghouse Electric & Manufacturing 











Big Business Ahead for 


Makers of Labor-Saving Devices 


BY GEORGE L. MERTON 


Was: to do about rising costs is the greatest problem 
facing business today. There is nothing very much that 
the individual man or company can do about the increase 
in raw material prices, but he can—indeed, he must, if 
he is to survive—reduce his own costs. It might have 
been possible in the past to cut wages, but today it is 
rising wages that is the most important element in the 
upward trend of costs and to reduce them in the face of 
widespread labor unrest and 


It is often argued that the machine by permitting the 
production of goods more cheaply releases part of the 
consumer’s purchasing power for something else and that 
the increased demand for these other things requires 
more labor, so that there is no net loss in the number of 
jobs. Taking a broad view there is undoubtedly a good 
deal of validity in this contention. However, the point 
is not made often enough that the machine directly 

creates the need for a cer- 





a rising cost of living mani- 
festly is quite impossible for 
the vast majority of busi- 
nesses. 

Under these conditions a 
business, if it is to remain 
profitable, has only one 
remedy: it must operate 
with greater efficiency. Nor 
must the greater efficiency 
be confined solely to the 
productive divisions of the 
organization, record-keeping 
and sales methods will have 
to be revised and brought 
thoroughly up to date. And 
this, of course, means ma- 
chines, more machines and 
still more machines of every 
kind and description. Up 
to now we may have 
thought that we were liv- 
ing in a machine age, but 
the events of the past few 
vears have been such as to 


Allis-Chalmers 
American Chain & Cable 
Babcock & Wilcox 
Bullard 

Cutler Hammer 
Fairbanks, Morse 

Food Machinery 

Foster Wheeler 

General Electric 


J. 1. Case 
Deere 


BUSINESS 
Burroughs Adding 
Machine 
International Business 
Machines 


Among the Leading Makers of 
Labor-Saving Devices 


MACHINERY 


FARM MACHINERY 


tain amount of additional 
labor. A small manufac- 
turer on the eastern sea- 
board, for example, by in- 
tensive mechanization of his 
plant over the past few 
years eliminated about a 
quarter of the available 
jobs. Yet, while his output is 
only negligibly greater than 
it was prior to the renova- 
tion program, he still has 
about the same number of 
men working for him. The 
enigma is partly explained 
by a reduction in working 
time, but the new machines 
themselves played a major 
part in recreating the need 
for labor. In the first place, 
they turned out a product 
of finer finish and_ buyers 
demanded that this finish be 
preserved. In this particu- 
lar case, it was necessary to 


Ingersoll-Rand 

Link Belt 

Mesta Machine 

United Engineering & 
Foundry 

Westinghouse Electric & 
Manufacturing 

Worthington Pump & 
Machinery 


International Harvester 
Oliver Farm Equipment 


EQUIPMENT 


National Cash Register 

Remington-Rand 

Underwood-Elliott- 
Fisher 





enormously accelerate the 

trend towards mechanical apparatus. With workmen in 
industry everywhere demanding higher wages, with taxes 
zooming and with New Deal agencies issuing orders and 
regulations at a bewildering pace, it could hardly be 
otherwise. 

If such is to be the course of events there is no reason 
why the investor should refrain from taking advantage 
of it. Labor says “No,” but the machine in the long 
run creates more jobs than it eliminates. The investor, 
therefore, need feel in no way that he is attempting to 
profit from the misfortunes of dismissed workmen. 
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clean more completely, 
paint and finish. Packaging became quite complicated 
and required additional labor. In the second place, the 
new machines could only be kept at the peak of efficiency 
by larger and more skilled maintenance crews. 

This illustration has been given only to make a point, 
but it is interesting to note, as in this case, that no one 
installs a machine and succeeds in holding all the benefits 
of it to himself. Some benefits go in the form of in- 
creased wages to the men retained to operate the 
machine: some—and it usually is a large proportion— 
go to the consumer in the form of lower prices or better 
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yulity or both: some slip away to the tax collector in 
one way or another. 

But this is to digress: what industries will figure most 
prominently in the mounting demand for machines and 
shat companies may be expected to benefit most from 
applying them? There are two major prerequisites for 
the development of a heavy demand for machines. The 
frst is a degree of moderate prosperity: the buyer after 
ll must have the means with which to make the neces- 
ary capital outlay. Secondly, the prosperity must be 
threatened. These are points which many industries 
are in a position to meet at the present time. Take the 
automobile industry, for example. It has been doing 
very well now for some years, largely because it has 
always been progressive in the matter of labor-saving 
and cost-reducing devices, whose installation offset in- 
creased costs which until a year ago were comparatively 













































Tractors save farm labor. Modern 
equipment speeds business operations 
and saves work in the office. 





Over the past twelve 
months, however, the upward 
trnd in costs has been accel- 
erated and there is no question 
but that the industry will make 
more strenuous efforts than ever 
to combat them. This means 
increased business for the big electrical equipment com- 
panies, General Electric and Westinghouse. It will mean 
increased sales of electrical control devices manufactured 
by such companies as Cutler Hammer, manufacturers of 
machine tools such as Bullard, and Link Belt with its 
lng line of labor-saving devices, also appear to be 
among those destined to benefit. 

There has been a tremendous amount of new equip- 
ment installed in steel plants lately, but the movement 
may well have only started. This is because, from the 
standpoint of profits, the steel industry has not been 
prosperous long and when a steel company buys new 
equipment it frequently runs into a large sum of money. 
Although there are countless companies which will bene- 
fit from the steel industry’s purchases of tools and minor 
equipment, the big jobs—the new rolling mills and the 
like—will go to such companies as Mesta Machine and 
United Engineering & Foundry. 

The achievement of a greater efficiency is something 


moderate. 
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which is going on throughout all manufacturing industry. 
Some companies are examining power plants with critical 
eyes and figuring whether sufficient savings would result 
from the installation of modern Foster-Wheeler or Bam- 


cock & Wilcox steam equipment. Others are thinking 
about doing away with their steam equipment altogether 
and replacing it with diesel motors. Those that decide 
finally upon the substitution of diesel power for steam 
are likely to buy their motors from Fairbanks, Morse, 
Ingersoll-Rand, or Worthington Pump: if on the small 
side, Caterpillar Tractor might well obtain the business. 

At the beginning of this discussion, the point was made 
that there were places other than in actual manufactur- 
ing operations which presented opportunities for greater 
efficiency—in other words, that bookkeeping and other 
recording is destined to be done more and more by 
machine with consequent savings. Here, however, we 
have a situation which is changing from motives some- 
what different from those which are causing the swing 
to the machine in manufacturing. It is much less a ques- 
tion of buying or renting a bookkeeping machine to do 
work that was previously done by three men than it is 
a choice of operating two or three machines or hiring 
ten more bookeepers. This is partly because business 
as it becomes larger and 
more complex gives rise to 
new problems in recording: 
a major cause, however, is 
to be found in the actions 
taken by government, both 
Federal and State. Think 
of all the new taxes that 
have been levied over the 
past few years and imagine 
the bookkeeping problem of 
seeing that every tax col- 

(Please turn to page 692) 




































An American Chain Co. high speed chain hoist, part of a con- 
veying system in a textile mill. 
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THE BALDWIN LOCOMOTIVE WORKS 





Reorganized 


and Heading 


Toward Better Times 


First Profit Since 1930 


BY ARTHUR 


= Locomotive will emerge from its reorgani- 


zation under Section 77-B to show.a profit this year for 


the first time since 1930, with a promising outlook for 
further expansion in business and earnings over a con- 
siderable period, with provision for adequate working 
capital and with its plants in good shape to handle its 
growing volume of business expeditiously. Shipments of 
the company and its subsidiaries in the first half of the 
year were valued al about $20,440,000, of which almost 
$9,000,000 were made in the first three months and 
about $11,400,000 in the June quarter. On the present 
set-up it is estimated that Baldwin can break even on 
an annual volume of approximately $30,000,000, or about 
$7,500,000 quarterly. Both the first and second quar- 
ter’s business were at levels on which 
profits were forthcoming. 

The reorganization proceedings started 
early in 1935, climaxed four years of 
heavy operating losses, which in turn 
imposed a drain on cash resources to a 
point where fixed charges could not be 
met, without virtually closing down op- 
erations on the comparatively small 
business then coming in. The terms of 
the reorganization are such that manda- 
tory charges will be substantially re- 
duced, the old preferred stock with six 
years accumulative dividends in arrears 
eliminated entirely and provision made 
in the form of both stock purchase war- 
rants and new bonds for such fresh capi- 
tal as the company may require on a 
rising volume of locomotive demand. 
The terms of the plan will be discussed 
in some detail later. The point merely 
is made here that the reorganization 
enables Baldwin to participate in the 
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M. LEINBACH 


expected increase in demand for locomotive equipment. 
without being handicapped by any financial hang-overs 
from the severe depression in this industry during 
past years. 

In view of the exceedingly low ebb of equipment 
demand in past years, neither the strained financial re- 
sources of the company nor its subsequent reorganiza- 
tion then made much difference. Shipments in the first 
half of this year, however, were larger than the full 
year’s sales in either 1935 or 1936 and were about 2% 
times the low water mark of $8,250,000 sales volume 
in 1933. During the five years up to 1931, the company 
handled an average annual volume of about $50,000,000. 
In view of the present potential locomotive needs of the 


Welding boiler tubes in the Baldwin boiler shop. 
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{mertcan railroads a similar operating level ts 
jot unlikely in the not distant future. At any 
ate, financial embarrassments would no longer 
dand in the way of such possibilities. 

















In spite of financial problems, Baldwin has 
iept well abreast of technological improvements 
ud changes in locomotive design and construc- | 
ion. The company and its subsidiaries are 
quipped to compete in the three branches of | 













icomotive building, namely, steam, electric and 
Diesel. Activities have been extended beyond 
the limited field of locomotive building and. 
through subsidiaries, include air conditioning | 
and refrigeration units, Diesel engines for trac- 
io and stationary use, steel castings and forg- 
ings, hydraulic and other special machines. In- 
duded among non-locomotive interests is own- | 
eship of valuable Philadelphia real estate, a 
9314 per cent interest in General Steel Casting 
and control of the important Midvale Company 
through 6114 per cent stock ownership. It is 
understood that approximately 18 per cent of | 
the company’s total business lies outside the 
ail equipment field. For realization of the sub- 
stantial earning power demonstrated in the past. 
however, the company requires at least a normal 
volume of locomotive buying. Of the three units 
in the field, Baldwin ranks about equally with 
American Locomotive, each normally obtaining 
about 40 per cent of the total business. 
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1937 FIGURE FOR FIRST SIX MONTHS ONLY 














Following seven years of sub-normal locomo- 
tive buying, the railroads have a_ substantial 
accumulation of potential needs, which wait only a 
return of adequate earnings and an improved credit 
position to materialize into actual orders. According to 
recent estimates, about two-thirds of the locomotives 
in use at present are twenty years old or older. While 
theoretically the life of a locomotive might be extended 
almost indefinitely by adequate repair and replacement, 
a point is reached where it is more economical to replace 
equipment than to repair it. Improvements in design 
have greatly increased the efficiency of the present day 
locomotive as compared with the prevailing type put 
into service ten or twenty years ago. Increasing traffic 
will soon make additional tractive power urgent and 
the restoration of anything like the earning power which 
the rails enjoyed in the preceding era of general pros- 
perity would probably influence a rate of buying that 
would tax the manufacturing capacity of the locomo- 
tive builders purely in the interest of operating efficiency. 

Thus it appears that the increase in orders in 1936- 
1937, while highly favorable in comparison with the de- 
pression years, nevertheless, represents only the fore- 
tunner_of heavier demands in the not distant future. 
Following a rush of orders late in 1936, new buying has 
quieted down considerably, but for reasons which are 
believed likely to prove temporary in nature. The car- 
ters have had higher operating costs to contend with 
this year, which has pinched net operating income and 
net earnings in spite of traffic gains. Under such cir- 


























delay placing new orders for locomotives—the most 
costly item of equipment expenditure. Further uncer- 
lainty relative to costs has been raised by the union 
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cumstances rail managements evidently are inclined to 


demands for higher wages, and the extent to which such 
increases might be offset by rate adjustments is also 
temporarily up in the air, pending the disposition of 
the freight rate petition now before the Interstate Com- 
merce Commission. 

When these uncertainties are clarified (and both wage 
and rate questions are expected to be disposed of in 
coming months) rail managements probably will again 
turn their attention to their increasingly urgent equip- 
ment needs. Normally the railroads would have around 
10,000 serviceable locomotives in storage for peak traffic 
demands but at present this margin has been reduced 
lo less than one-quarter of this number. On the present 
outlook for increasing traffic volume, many observers 
believe that locomotive orders will have to run around 
2,000 a vear in order to attain maximum efficiency and 
modernize rolling stock c:mpletely. Thus, while the 224 
new locomotives which have been reported to have been 
ordered by the railroads in the first seven months of 
1937 may seem to be a nice increase over the 40 loco- 
motives ordered during the same period of 1936, the 
present rate of buying is still well below business in 
sight over the longer term. 

The winding up of the Baldwin reorganization climi- 
nates the last obstacle in the way of a full participation 
in the larger volume of business believed to be in pros- 
pect. The extent to which the equity security holders 
are likely to participate in forthcoming earnings expan- 
sion, however, has been somewhat altered from the old 
basis. Under the plan, the $2,676,000 first mortgage is 
left undisturbed. For all other classes of securities of 
the old company, however. (Please turn to page 681) 
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What's the Matter 
With These Stocks— 


Buy — Hold — or Switch? 


BY J. S. WILLIAMS 


j- is the second of a series of studies examining the 
status of various stocks which over an extended period 
of time have either failed to record the same measure of 
price recovery as the market as a whole, remaining 
comparatively dormant, or which have moved counter 
to the broad upward trend of the general market. 
The first discussion appeared in the July 31 issue of 
this publication. As pointed out at that time, there 
are always stocks, even in the most vigorous of bull 
markets, which lag behind conspicuously and, if they 
are dividend-paying issues, the yield may be so high 
as to arouse suspicion as to the security of divi- 
dends. 

Such action on the part of a specific issue rarely means 
that its merits are being overlooked by the market. 
What is more likely is that the market looks with skepti- 
cism upon the future trend of earnings. It is possible, 
of course, that the future of a company may hold 
nothing more serious than stable earnings. Bull markets, 
however, thrive only on the prospect of rising earnings 
and in the present circumstances, holders of backward 
issues might well find it to their advantage to seek out 
the reasons for this condition and decide whether such 
issues should be held or switched. Four current market 
laggards—General Mills, Bohn Aluminum & Brass, Free- 
port Sulphur and Hazel-Atlas Glass—have been selected 
for this series. 
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Freeport Sulphur 


With Texas Gulf Sulphur, Freeport Sulphur dominates 
the domestic sulphur industry and as such has shared 
proportionately in the substantial upturn in current 
demand. In the first six months of this year, the com- 
pany reported net profits equal, after preferred divi- 
dends, to $1.56 a share on the common stock, contrasting 
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FREEPORT SULPHUR CO. 


























favorably with $1.22 a share in the corresponding months 
of last year. Recently quarterly dividends were increased 
from 25 cents to 50 cents. For the full current year, 
there appears to be little doubt that the company will 
earn between $3 and $3.50 a share. A subsidiary, the 
Cuban-American Manganese Corp., earned nearly 
$59,000 in the first half of this year as against a loss 
last year. Practically all of Freeport Sulphur’s output 
is utilized by such industries as pulp and paper, rayon, 
steel, rubber and chemical. Demand for sulpur for fer- 
tilizer is not an important factor in the company’s pros- 
pects, so that unless labor difficulties or some other 
adverse development have a restricting effect upon the 
demand from principal consuming outlets the immediate 
outlook is for sustained sales. In the meantime, the 
marked stability of sulphur prices is practically assured. 

Notwithstanding these favorable aspects, the shares 
of Freeport Sulphur are currently quoted some six points 
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jwer than their 1936 high, and the highest level at 
which the shares have sold this year—3214—compared 
with the high of 355% in 1936. Yet this year there is a 
good chance that the company may earn as much as $1 
more per share than the $2.43 reported for 1936. The 








fact that the company’s prospects are conservatively 
appraised marketwise may be accounted for by the ex- 
tractive nature of the enterprise, although reserves are 
reputed to be ample. Moreover, there is nothing in the 
immediate outlook to suggest anything more than fur- 
ther moderate gains in earnings, particularly as royalties 
may absorb a larger share of gross and the action of 
Texas and Louisiana in imposing special taxes on sulphur 
has created an element of uncertainty. While there is 
at present no indication of any intention on the part of 
these states to increase the present levies, there is no 
assurance that they may not do so in the future. 

The shares of Freeport Texas are not without mod- 
erate speculative possibilities but in the longer run 
such issues as American Cyanimid or Republic Steel 
appear likely to give the more satisfactory investment 
results. 


Hazel-Atlas Glass 


Until the recent general market reaction, the shares 
of Hazel-Atlas Glass were quoted close to their 1937 
high of 11714. Subsequently, the shares, on small vol- 
ume and a thin market, have declined to around 110, 
a move which may be attributed entirely to general 
market conditions. Going somewhat further back it will 
be noted that present levels are still substantially under 
the 1936 high of 133. From the latter level, reached 
early last year, the shares dropped steadily, interrupted 
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only by several feeble rallies, and for the full year 1936 
anet loss of 19 points was shown. The low for 1936 was 
995g, while the low for this year was 100. As will be 
seen on the accompanying graph, the shares were de- 
clining almost steadily during a period when the market 
as a whole was rising. During the past three months, 
however, Hazel-Atlas has given a much better account 
of itself marketwise. The explanation of the market 
action of the shares over the entire period is to be found 
in the trend of the company’s earnings. 

Hazel-Atlas specializes in the manufacture of glass 
containers such as tableware, tumblers, jars, jugs, bottles, 
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fruit jars, jelly glasses, decorated ware and metal clos- 
ures. The company’s customers include both individuals 
and industry, the latter encompassing such a wide field 
as food products, cosmetics, inks, medicinal] prepara- 
tions, etc. Although earnings are subject to some fluc- 
tuation from year to year in conformance with general 
business conditions, they are, on the whole, characterized 
by a marked degree of stability, as attested by the com- 
pany’s 36-year record of uninterrupted dividend pay- 
ments. In 1933, earnings applicable to the outstanding 
stock, comprising the entire capitalization, were equal 
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to $6.22 a share; in 1934 unfavorable weather and the 
drought cut sales volume and net dropped to the equiva- 
lent of $5.21 a share; the following year, with the inclu- 
sion of $546,477 non-recurring profit derived from 
security transactions, net was equal to $7.58 a share. 
Eliminating the item of non-recurring profit per-share 
results in 1985 would have amounted to $6.32, a record 
high. Early in 1936, the company declared, in addition 
to the regular quarterly dividend of $1.25, an extra of 
$1.32. The shares made their high just prior to the 
issuance of the 1935 report early in March, 1936. From 
that point on they declined in value until the beginning 
of the current year when they recovered moderately, 
apparently in anticipation of a somewhat more favorable 
report than had been previously estimated. Net last 
year was equal to $6.56 a share. 

In the ensuing decline in the general market, the 
shares of Hazel-Atlas declined less than 10 per cent and 
since early in June have recovered sharply. Net income 
in the second quarter was equal to $2.07 a share as com- 
pared with $1.91 in the first quarter and $1.49 in the 
second quarter a year ago. For the twelve months to 
June 30, last, the shares earned the equivalent of $7.99 
each as again $6.50 in the same period of 1936. Earlier 
this year an “extra” of $1.56 a share was paid but the 
favorable implications to be drawn from the current 
trend of earnings coupled with the company’s exception- 
ally strong financial position lend considerable weight to 
the prospect for further extras. 

Even granting that the gain in earnings may be more 
circumscribed in the months ahead, the shares neverthe- 
less have many of the accredited merits of an investment 
issue, with the emphasis on dependable income. Present 
holders to whom these attributes appeal are justified in 
retaining their commitments. (Please turn to page 688) 















NEWMONT MINING CORP. 





Diversified Stake In 
Metals. Mining and Oil 


An Analysis of the Company and its Principal Holdings 


BY PHILLIP DOBBS 


ia activities of the Newmont Mining Corp. are un- 
usual. It is as if a rich ex-prospector kept his hand in 
the game from a secure place of retirement. Just as the 
man would have a long list of well-established income- 
producing investments. so has Newmont Mining. And 
just as the man could be stirred 


liabilities, gives a net asset value of $146.59 a share fo 
the 531,646 shares of Newmont stock outstanding. This 
compares with a net asset value of $86.01 a share as of 

December 31, 1935. 
The larger part of Newmont Mining’s net income is in 
the form of dividends from se- 





to finance a new claim of prom- 
ise, so can Newmont Mining be 
stirred. The company is pri 
marily an investment trust. 
specializing in non-ferrous met- 
al companies. Its stake in oil 
is also extensive. In addition 
to its ownership in metal and 
oil companies, however, New- 
mont Mining is by no means 
adverse to financing likely de- 
velopment work and for this 
purpose maintains its own 
geologists and engineers. Nat- 
urally. when a mere claim be- 


Name 
Amerada Corp... . 


Continental Oil Co 
ennecott Copper Corp 

Magma Copper Co... . 

Phelps Dodge Corp 


Rhodesian Anglo-American 


Texas Gulf Sulphur....... 


Newmont Mining Corp.'s Major 
Holdings 


American Meta! Co............ 


Hudson Bay Mining & Smelting. . 


Rhodesian Anglo-Am. warrants. . . 


curities, while some is derived 
from interest and service fees. 
In the past, net profits from the 
sale of securities sometimes re- 
sulted in very large per-share 
earnings, although in the last 
two years for all intents and 
purposes security losses have 
about offset security profits. 
Hence, the reported earnings 
of $3.80 a share for 1936 ap- 
proximately represent a_ true 
income figure. 

Last year, Newmont distrib- 
uted dividends of $3.75 a share 


Aoorox. Market 
Value as of 


12/31/36 
$3,188,200 
2,083,275 
10,505,171 
8,701,420 
13,743,025 
3,596,400 
17,955,297 


No. Shares 

Owned 
30,400 
39,400 
235,410 
264,682 
228,100 
64,800 
329,455 
555,746 
1,180 


30,000 1,177,500 





comes a successful mine any- 
one in on the ground floor reaps a large return on the 
capital invested. 

Although by no means all the company’s investments, 
the accompanying table shows Newmont’s principal 
holdings which are listed on domestic and foreign ex- 
changes and their approximate market value as of 
December 31, last. Including those not shown in the 
table, these listed holdings had a total market valuation 
of some $69,000,000 at the end of last year. In addition, 
there were miscellaneous stocks and other undertakings 
which had a balance sheet cost of $4,100,000 and which 
in the management’s opinion had a fair value of $5,- 
500,000. The sum of these two items, plus miscellaneous 
assets. from which is deducted the very minor current 


on its common stock and so far 
this year two quarterly payments of 75 cents have been 
made. It is thought that dividends for the whole of 
1937 will be appreciably above those of 1936. 

Because of the decline in mining and other securities. 
Newmont’s asset value is unquestionably well under its 
high. It is believed, however, that the fundamentally 
favorable outlook enjoyed by producers of copper and 
other non-ferrous metals—an outlook which applies 
equally well to the producers of oil which have iarger 
reserves—make the common stock of the Newmont Min- 
ing Corp. selling on the New York Curb Exchange an 
attractive speculation at current levels below $100 a 
share. There follow brief sketches of the companies in 
which Newmont is principally interested. 


AMERADA CORP. 


Shares outstanding 
788,675 


Although small as companies go in the oil industry, 
Amerada Corp. has an enviable reputation for being 


664 


Newmont owns 


30,400 $86 


Current Market 


able to detect the existence of oil ahead of its larger 
competitors. So successful -has the.company been: in its 
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{evelopment work that it is generally believed to control 
peater reserves for its size than any other American 
empany. Amerada is not an integrated organization, 
pr activities are confined solely to the extraction of 
mude. At the end of last year, the company had 909 
producing wells located on a million acres of land, for 
the most part in Oklahoma, New Mexico, Texas, Kansas, 
louisiana and California. 

One cannot say how much oil the Amerada Corp. 
yctually controls; even if there were no curtailment of 
production it would be impossible to make more than a 
very rough estimate. The company’s proven reserves, 
however, are the largest in its history. For 1936, a net 
profit of $1,983,901 was reported, equivalent to $2.52 a 
share on each of the 788.675 shares of no-par common 
















Com. shares outstanding 
1,224,585 





In the non-ferrous metal field there are few companies 
that afford the investor a greater scope than the Ameri- 
can Metal Co. Through it he may obtain a stake in 
# nining and refinery operations in this country, in Central 
America, in South America, in South Africa and in Cuba. 
American Metal’s activities are both widespread and 
complex. It is an operating company, having a large 
refinery in New Jersey; it is a holding company with 
many important mining and refinery affiliates; finally, it 
isan investment company with large holdings of Climax 
Molybdenum and a stake in Cerro de Pasco. 

























S Te- Reflecting the improved prices and larger demand for 
me non-ferrous metals of all kinds, American Metal’s own 
las 
and 
have 
ofits. Shares outstanding 
rings 3,840,000 
) ap- Together with the Freeport Sulphur, Texas Gulf Sul- 
true § phur virtually monopolizes the production of native sul- 
phur in the United States. Sulphur is so basic a raw 
trib- J material that it is almost easier to enumerate the things 
hare in which it does not play a part than those in which 
d far J it does. The manufacture of sulphuric acid affords the 
een most important outlet for sulphur, while there is more 
e of @ sulphuric acid used by the fertilizer industry than any 
other. Sulphuric acid also is taken in large quantities 
ties. by the oil, paint, steel and other industries. Apart 
rts from its conversion to sulphuric acid, sulphur itself has 
ally @ numerous uses: it is a vulcanizer of rubber and finds 
and its way into germicides and insecticides. Sulphur com- 
lies @ pounds are used by various divisions of the paper in- 
‘get @ dustry. 
lin- Reflecting the widespread application of its product, 
an @ itis natural that Texas Gulf Sulphur should have taken 
) a @ part in the recovery movement of the past few years. 
lm @ The company’s participation has been handicapped to 





some extent, however, by increased taxes (including the 
special severance taxes which are imposed by the states 
in which sulphur is extracted) and because of the fact 
that the price of sulphur may be termed inelastic—it 
is largely controlled by the price of pyrites, to which 
manufacturers of sulphuric acid would turn were the 
Nevertheless, 
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price of sulphur to become excessive. 
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AMERICAN METAL CO., 


Newmont owns 


39,400 


TEXAS GULF SULPHUR 


Newmont owns 
30,000 | 





stock outstanding with the public. For the previous 
year, a profit equivalent to $2.28 a share of common 
stock was reported. There was further moderate im- 
provement during the first six months of the present 
year, earnings being equal to $1.36 a share against $1.18 
a share in the first half of 1936. It is to be realized that 
Amerada reports its earnings on a very conservative 
basis. All intangible drilling costs, geophysical and 
geological expenses, lease rentals, together with ample 
charges for depreciation and depletion are deducted from 
current income. 

Newmont is obtaining annual dividends of $2 a share 
on its investment in Amerada, but it is not believed 
that this small return in anyway reflects an adequate 
value for the holding. 


LTD. 


Current price 


$49 


profits, its income from affiliates and the receipts from 
its investments, have all improved sharply. Total net 
profit last year, after dividend requirements on the out- 
standing 6% preferred stock, was equal to $1.08 a share 
on the parent company’s stock, compared with the 
equivalent of 33 cents a share of common in 1935. For 
the six months to June 30, last, earnings equal to $1.47 
a share of common was reported, against only 24 cents 
in the corresponding previous six months. 

So far this year Newmont has received dividends 
aggregating 75 cents a share on its American Metal 
investment; for the full year it would seem that possibly 
$2 a share were a reasonable expectation. 


Current price 
$38 


Texas Gulf Sulphur has shown a good gain in earning 
power, profits for the six months to June 30, last, being 
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equivalent to $1.53 a share of common stock, compared 
with $1.25 a share in the first six months of 1936. For 
the whole of last year, earnings were equivalent to $2.56 $3 a share this year on its Texas Gulf investment. 
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Shares outstanding 
4,738,593 


This integrated oil company, in possession of heavy 
reserves and able to produce under pro-ration more than 
its own requirements of crude, was extensively analyzed 
in Tue Macazine or WALL Street of April 24, last. Since 
that time, nothing has occurred other than that the com- 
pany has given concrete evidence of progressing towards 
the bright future that was foreseen for it. Operations 





Shares outstanding 
2,757,973 


In some respects few companies have had a more 
disappointing row to hoe than the Hudson Bay Mining 
& Smelting Co., Ltd. It was organized some ten years 
ago to exploit none too well known claims in northern 
Manitoba and Saskatchewan. Based on the prevailing 
price of copper, zinc, gold and silver at that time every- 
thing pointed to a most profitable venture. However, 
four years later when operations had reached full swing, 
the bottom had dropped out of all commodities and the 
world was facing the climax of one of the worst depres- 
sions it had ever experienced. 

Nevertheless, Hudson Bay Mining & Smelting made 


CONTINENTAL OIL 


Newmont owns 
235,410 





HUDSON BAY MINING & SMELTING 


Newmont owns 
264,682 





a share of common, while dividends totalled $2.50 a 
share. It would seem that Newmont might well receive 





Current price 


$42 


during the first six months of 1937 were at record levels, 
the net profit being equivalent to $1.68 a share of com- 
mon stock, compared with the equivalent of 93 cents 
in the first half of 1936. At the end of this month a 
special dividend of 25 cents a share will be paid in 
addition to the regular quarterly dividend of 25 cents. 
Last June similar distributions were made. 






Current price 


$30 


money in 1933 and has made money in every year since. 
For last year, the net profit was equivalent to $1.34 
(Canadian) a share of common stock, an improvement 
over the $1.17 a share shown for 1935. So far this year, 
profits undoubtedly have run ahead of last. Not being 
subject to the American tax on undistributed profits, 
Hudson Bay Mining & Smelting is under no compulsion 
to distribute the major part of its earnings. However, 
at the half year a dividend of 75 cents was paid—com- 
pared with $1 in the whole of 1936—and it is expected 
that another payment of the same amount will be made 
before the end of 1937. 


PHELPS DODGE 


Shares outstanding 
5,071,240 


Phelps Dodge is a completely integrated unit in the 
copper industry, operations being largely concentrated 
in Arizona. In addition to copper, the company pro- 
duces silver and gold. In order to provide funds for an 
expansion program which it is estimated will eventually 
cost more than $40,000,000, there were sold recently some 
$20,000,000 in convertible debenture 344s. Apart from 
these debentures the sole capital liability consists of 
5,071,240 shares of common stock. 

Out of earnings equivalent to $2.25 a share of com- 


Newmont owns 
329,455 


Current price 


$44 


mon last year, Phelps Dodge distributed $1.25 a share. 
The last two quarterly payments have been at the rate 
of 45 cents a share. Even this, with earnings for the 
first half of 1937 estimated at $2 a share, appears to be 
on the conservative side. Apparently the company has 
offsets to the tax on undistributed profits, for despite 
the large difference between earnings and dividends last 
year the undistributed profits tax was comparatively 
small. Hence, with the big expansion program under 
way, this year’s dividends may lag as they did in 1936. 


MAGMA COPPER 


Shares outstanding 
408,000 


It is the great distinction of Magma Copper that it 
paid dividends throughout all the years of the recent 
depression when a number of the company’s larger 
contemporaries were wondering whether or not they 
would manage to avoid seeking the protection of the 
courts. In only one year, 1932, did Magma show a loss 
and since then there has been steady improvement in 
reflection of the increased demand and higher price for 
copper. This metal comprises the company’s main out- 
put, although it produces appreciable amounts of gold 
and silver as well. 
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Newmont owns 


64,800 





Current price 


$44 


For last year the Magma Copper Co. reported net 
income equivalent to $3.18 a share on 408,000 shares of 
common stock outstanding with the public. This com- 
pared with $1.63 a share shown for 1935. For the first 
half of 1937 earnings at $1.58 a share of common were 
moderately lower than the $1.85 a share reported for 
the first six months of 1936. Dividends of $1.50 have 
been paid so far this year. 

The fundamental position of Magma Copper has been 
improved in recent years by the discovery of ad- 
ditional ore bodies. There has (Please turn to page 692) 
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Values Behind Oil Shares 


Comparison of Leading Companies 


on a Per Share Basis 


BY GEORGE 


I. 1s the object of the following table to show the 
relative position of various oil stocks. The study reveals 
how per share earnings would be affected by each ten 
cent increase in crude prices and shows, in the next to 
the last column, the net value of oil reserves per share. 
This is calculated on a probable recovery value of 
50 cents a barrel and is figured after making allowance 


L. MERTON 


for all capital obligations prior to the common stock. 

While the comparison cannot be taken as the sole 
guide in selecting an oil for investment, since many other 
considerations must enter into such a choice than these 
bare figures, nevertheless the table should prove helpful 
in determining the relative position of a company with 
respect to its earning power and to its reserve. 





How the Oils Compare 





















































































































































































































































Net Crude imamate 
Production Estimated Number PerShare Earnings per 10¢ Net Value Recent 
1936 Reserves of Common Per Share Earnings Increase perbbl. of Reserves Market 
Company Thousand bbls. Thousand bbls. Shares Production 1936 in crude price Per Share Price ¥ 
Riiiille..<......:.+.+ eins 8,854 200,000 788,675 11.2Bbl. $2.52 $1.12 127.00 90%, 
Attentic Refining.............. 9,834 200,000 «2,644,000 3.7 2.59 0.37 32.05 27%, 
SwOM.........: bes «e914 200,000 += 2,247,974 ii. 1.01 0.38 42.20 22% 
Consolidated OW........... 98,0142 =» 500,000 -—t«‘2:3;«9719,49T 20 &4«£»4.48 ° © 0,20 14.00 14% 
Cuteutd O8........... 47,974 400,00002+=*—*—« BIS BtC<“<i‘i SCS 0.38 42.60 43% 
Gulf eee ce : , was : “55,833 4,060,000 at 9,076,202 a 6.2 2.90¢ 0.62 47.00 56% 
Humble Oil........ ees 40,750 1,300,000 8,987,240 45 3.80. 0.45 72.10 80% 
Ohio eas ne 18,458 550,000 6,563,377 2.8 0.70 98 25.90 183g 
Phillips Petroleum............... 19,974 400,000 +~=—«4,449,052—i“(<it‘i‘é az”! 0.45 41.80 58% 
Plymouth Oil.................... 4441 150,000 1,050,000 3.9 | 1660 2 «© | 0.39 69.90 244, 
oa eee erage: 20,408 —~—«370,000 3,285,120 62 1.63 0.62 34.95 19 
Seaboard Oil..... ittwee. oo enon 1,244,383 37. ~—~—~<“<«‘Ctsti(ité‘i‘zt TCS” 5.64 3614 
Shell Union... vicssssssssssss 46,219 «470,000 ~=—=—=—‘13,070,625 35 £58 0.35 10.55 2514 
Skelly Oil...................... 8,870 120,000 1,006,349 48.8 4.42 0.88 42.30 5014 
Socony Voces... or om sae ” 48,293 - 1,000,000b 31,151,071 : : 1.5 een 1.38 : 0.15 : 13.27 201%, 
Standard of California... * 6 . ste : : E 43,063 1,000,000 13,014,754 : _ 3.3 —_ 4.79 - 9 3 CO 38.00 43% 
Standard of Ind... .. vate 2s Pe i sal 26,739 500,000 15,196,241 : _ 1.8 a 3.09 ; 0.18 16.26 a4 
Standard of N.J....... Fo Ooo x . 172,500E j 3,600,000b 26,224,767 oO ah _ 3.73 0.66 61.80 651% 
Gen Olliissccce 00s Rea: 11,518 200,000 . 2,144,929 - 325 0.54 39,00 67: 
RRND Soo sete bs sibiss cd Rao eb-2 53,838c¢ 1,000,000b 9,336,739 5.8c¢ 4.10 0.58c¢ 44.00 5814 
eer ae 29,757 335,000 6,288,511 3.3 1.03 0.33 14.30 191, 
Union Oil of California........... 17,034 270,000 4,666,270 3.6 1.40 0.36 24.60 245 
a—1935 Producti b—D tic and foreign. c—Gross production including foreign. E—Estimated. 
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9B STOCKS ON HAND END OF YEAR CONSUMPTION 





f§ PRODUCTION FIGURES ARE MILLIONS OF PROOF GALLONS 





Liquor Stocks in Strong Position 


Seasonal Factors Which Customarily Favor Fall Advance 


Are Supplemented by New Considerations 


BY ARTHUR MILLARD 


; fourth anniversary of the repeal of prohibition, 
later this year, should be of more than passing signifi- 
cance for the liquor stocks. The significance of the 
fourth anniversary, rather than say the third or the 
second, is that it takes four years to produce bottled in 
bond whiskey under Government regulations. In pre- 
prohibition days, the public also accepted four-year-old 
whiskey as its standard for aged liquor. However, ex- 
haustion of the small available stock of bottled in bond 
whiskey shortly after repeal necessarily set up an arbi- 
trary interval of four years during which the producers 
had to do the best they could to supply consumption 
requirements, while they diverted the remainder of their 
production into aging stocks. 

In meeting the problem of building an adequate sup- 
ply of aged whiskey for future use and at the same time 
quenching an immediate thirst, the whiskey producers 
have had somewhat the same experience as those who 
made their own liquor concoctions during prohibition, 
namely, that much of the product intended for aging 
went into consumption. Some concerns got several 
months’ jump on their competitors at the start, but the 
manufacture of whiskey for aging purposes did not get 
under way on a large scale until December, 1933, when 
the repeal amendment was declared effective. Starting 
in a modest way, therefore, these supplies put aside 
for aging since repeal will come “of age” beginning 
some time this fall and will increase steadily to 
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larger but not abnormal proportions as time goes on. 

Undoubtedly this coming of age factor will have im- 
portant repercussions in the industry. It will reveal how 
much of the policies of liquor companies in recent years 
were based on expediency until aged stocks could be 
replenished; and how such policies have become perma- 
nent adjustments to present consumers’ tastes. 

An increasing supply of aged liquor may mean lower 
prices or it may mean larger profits. There is a vague 
feeling on the part of the industry that the former may 
be true, but that, at least in part, is due to the fact that 
the liquor trade appears to be suffering from too much 
statistics. Recently the Federal Alcohol Administrator 
stated that he expected whiskey stocks to approximate 
500,000,000 gallons by the end of the present year. The 
old records were immediately dusted off, disclosing that 
in 1913 (generally pointed to as a typical pre-Eighteenth 
Amendment year) stocks of whiskey were only about 
275,000,000 gallons, while known consumption figures 
(not including unrecorded bootlegging supplies) are no 
higher now than in 1913. Under present conditions, 
however, the old-time liquor wholesaler whose working 
stocks made up most of the difference between present 
stocks and 1913 stocks is virtually eliminated from the 
picture. Furthermore, at the latest government report 
(June 30, 1936) only about 114 per cent of the whiskey 
stocks were more than three years old. Estimates that 
undertake to bring this breakdown more up-to-date 
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indicate that only about 12 per cent of aging stocks were 
jo or more years old on April 30, last. However, in 

1938, some 10,000,000 gallons will reach the four-year 
ye and some 40,000,000 additional gallons will come up 
) this standard in 1939. 

Another impression that one gets from the prevailing 
itlitude toward liquor stocks is that the industry has 
gtten so well accustomed to the conditions prevailing 
during the past few years that there is a good deal of 
resistance against making the transition that the indus- 
try had in mind when it began to build up aged stocks 
four years ago. It will be recalled that in 1933 the worst 
enemies of the liquor business predicted that the con- 
suming public would rise up in violent revolt against 
the necessity of pouring raw liquor down thirsty throats 
during the inescapable four-year aging period. Actually 
no such thing has happened. It is true that consump- 
tion at first ran about one-third of the predictions made 
at the time of repeal and that financial results have been 
disappointing in comparison with a brief period of “cash- 
ing in” on aged stocks at the fabulous prices ruling at 
the time of repeal. However, with due allowance for 
high prices (partly attributable to large taxes); bother- 
sme restrictions and regulations; non-recurring costs of 
promoting (or re-establishing) brands; the stubborn 
persistence in considerable volume of illegal, and there- 
fore tax free, liquor production, as well as the profitless 
period of aging stocks; the leading units in the industry 
have not done badly. 

Why sell aged whiskey to consumers who have learned 
to drink blends with generous proportions of new alco- 
hol (grain neutral spirits) or straight young liquor? 
This blunt question must be answered by the industry 
soon—possibly late this year or in any event during 
19388. Then some of the producers will have their earliest 
repeal production coming of age to force a decision as 
to how it shall be marketed. In the long run, consumer 
reaction will answer the question, of course, but as yet 
there has been no fair test. In spite of price reductions 
from the early repeal days, aged whiskies are still valued 
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Leading Liquor Stocks 


Earned per Share Divs. 

1st 6 mos. 1st 6 mos. Recent Decl’d 

Company 1936 1936 1937 Price 1937 
Distillers Corp.-Seagrams.. . 2.41(a) 3.24(b) 22 None 
National Distillers........ 3.80 1.35 1.37 30 1.50 
Schenley Distillers. ....... 7.05 2.52 2.32 42 2.25 
Hiram Walker........... 6.57(d) 5.02(c) 6.69(c) 49 2.00 


(b)—9 mos. to April 30, after allowing six months® 
(c)—9 mos. to May 31. (d)—Year 


(a)—Year ended July 31. 
dividends on new 5% preferred stock. 
ended Aug. 31. 





on a scarcity basis, which is all out of line with pre- 
prohibition prices or with production and aging costs. 

Undoubtedly some of the trade concern over the 
approaching supply of four-year-old whiskies is on ac- 
count of its effect on prices. The question has been 
raised whether or not the release of four-year-old stocks 
for sale as “bottled in bond” brands at a realistic price 
might cause a bear market in the quality brands and 
thus flatten whiskey prices all down the line. Time 
alone will tell what effect the availability of increasing 
supplies of aged liquor will have upon the price structure 
of present whiskey brands. An examination of produc- 
tion costs seems to indicate clearly, however, there is no 
threat involved in this situation to well sustained earn- 
ing power of the leading liquor companies (who control 
the majority of the stocks presently aging), irrespective 
of lower prices or the consumer reaction to a larger 
supply of aged whiskey. 

A fair range of production costs would run from 40 
cents to 50 cents a gallon for new whiskey. The cost of 
aging runs about 8 cents a gallon per annum or an addi- 
tional cost of about 32 cents a gallon to age whiskey for 
four years. Capital charges might bring the aging 
differential up to as much as 40 cents a gallon or roughly 
10 cents a full quart higher than new whiskey. As a 
practical matter, however, per share earnings figures 
already reflect the deductions or dilution 
involved in the huge capital outlays 
necessary for the whiskey aging pro- 
grams of the leading companies, so that 
completion of the aging program would 
involve capital savings if we are charg- 
ing this item in with aging costs. 

As a matter of fact there are other 
financial benefits in sight with the com- 
pletion of the aging program. One is a 
probable reduction in plant depreciation 
charges and another is the advantage 
of more efficient physical operation as 
the producers concentrate on the use of 
their most efficient plants. In other 
words, one can safely conclude that 
there would be material change in pres- 
ent profit margins, even though bottled 
in bond brands were ultimately mar- 
keted at only the nominally higher figure 
necessary to absorb aging costs. 

In order to survive during the period 
necessary to age stocks, each of the 
leading liquor (Please turn to page 688) 
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Straws in the Wind 


Air-conditioned automobiles may 
soon become a reality. It has been 
reported recently that Nash is work- 
ing on an air-conditioned model and 
the recent winner of a model con- 
test conducted by Fisher Body de- 
signed a scale model with engine 
mounted in the rear, utilizing the 
space under the hood for an air- 
conditioning unit. . . The war in 
China may seriously restrict sup- 
plies of tungsten, used principally in 
the manufacture of high-speed tool 
steels. Domestic supplies are lim- 
ited and a sharp advance in the 
price of tool steel is pending. .. . 
Threatened labor difficulties in the 
‘ Ford plants this Fall have cast some 
uncertainty over the earnings pros- 
pects for various companies supply- 
ing Ford with parts and accessories. 
... Price situation in the tire indus- 
try, which has been comparatively 
stable for the past eighteen months, 
lias become somewhat clouded by 
the sizable inventories of finished 
tubes and casings which have been 
built up during the Summer as a 
result of disappointing replacement 
demand. ... President Sloan of Gen- 
eral Motors has flatly predicted an- 
other price rise when 1938 models 
are introduced. ... Machine tool or- 
ders in August probably showed a 
decline, marking the fourth consecu- 
tive month of down trend. Lower 
domestic orders were almost solely 
responsible for the decline, export 
sales having held up well. The Fall 
months are expected to reverse the 
recent trend although the upturn 
may not be as pronounced as last 
year. .. . Not only are leading farm 


670 


For Profit and Income 


equipment manufacturers operating 
at capacity but an _ increasingly 
larger volume of sales are being made 
for cash. As a result receivables 
may show only a moderate increase 
this year despite substantially larger 
sales. . . . Leading whisky distillers 
have indulged themselves in some 
quiet but whole-hearted cheering 
since the enactment of the Miller- 
Tydings price maintenance legisla- 
tion. Liquor interests will have as 
much, if not more, to gain from this 
legislation as the patent drug and 
cosmetic manufacturers who were 
the most voluble in their lobbying 
activities. 


Oil Drilling Approaches Record 


The Lamp, published by the 
Standard Oil of N. J., reports that 
new oil wells this year will total 
around 32,000, an increase of 6,000 
over last year and close to the rec- 
ord high made seventeen years ago. 
Seven barrels of crude oil will be 
produced this year for every six pro- 
duced in 1936. Increased drilling 
activities, encompassing practically 
all of the major oil fields, have had 
a salutary effect upon the current 
earnings of the two leading manu- 
facturers of pumping and drilling 
equipment and oil field supplies, 
Byron Jackson Co., and National 
Supply Co. Earnings of the former 
were equal to $1.85 a share in the 
first six months of this year, com- 
paring with $1.48 a share earned in 
that period last year. National Sup- 
ply reported net of $4,768,139, or 
the equivalent of $3.64 a share for 
its common stock in the first half 








of this year, as against $1,834,531, 
or $1.09 a share last year. Oppos:- 
tion to the proposed plan of re. 
capitalization of National Supply, 
however, has apparently affected the 
shares unfavorably marketwise. 


Convertible Issues and the 
Common Stockholder 


It is hardly necessary to point out 
that the convertible issue, either 
bonds or preferred shares, has been 
far and away the most popular ve- 
hicle employed in new financing. 
Common stockholders should realize 
that their interests may be vitally 
affected by this type of financing. 
The procedure usually followed is to 
give stockholders the privilege oi 
subscribing to new convertible se- 
curities and unless the stockholder 
avails himself of this privilege and 
subsequently converts into common 
stock, whenever it is to his advan- 
tage to do so, his proportionate in- 
terest in the company will be re- 
duced to the extent of the addi 
tional common stock issued through 
the conversion operation. Holders 
of convertible issues should scruti- 
nize carefully the terms of the con- 
version privilege to safeguard against 
possible losses. Republic Steel 41’ 
1950 were convertible into 45 shares 
of common stock and after Septem- 
ber 1, only 40 shares were obtainable 
for each $1,000 bond. Holders who 
did not convert prior to September 
1, suffered a loss of about $70 a bond. 
Call notices should be carefully 
watched, the call price on conver 
tible issues frequently being sub- 
stantially less than quoted values. 
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famings of Both Corn 
Refining and 
mick & Ford have been 
sted adversely this year 
l;high prices of corn, their 
rncipal inventory item. 
(msequently the recent 
wine in the price of corn 
nies favorable implica- 
ions for both companies. 
nentories can be replen- 
‘ed at more favorable 
rice levels, permitting the 
»storation of more normal 
wot margins next year. 
(om refiners are handi- 
apped in passing increased 
ots along to the con- 
wmer, as several of their 
woducts compete with sug- 
and higher prices would 
udoubtedly mean at least 
itemporary loss of com- 
ytitive advantage. 





— 





















An Attractive Preferred 


Bethlehem Steel 5% pre- 
red—$20 par—currently 
jioted around 18-19 offers 
iyield of better than 5%, 
ud should appeal to the 
ivestor seeking a suitable 
icome-producing medium. 
The low priced level at 
which the shares sell should 
make the issue particularly 
witable for the reinvest- 
ment of dividend funds, 
which more often than not 
iccumulate until there is 
i sufficient amount avail- 
ible to purchase a higher 
jieed issue. Bethlehem 
Neel 5% preferred is call- 
ible at 20. Last year the 
company’s earnings avail- 
ible for dividends on the 
i% issue were sufficient to 
‘ver requirements by a 
ood margin and in the 
frst half of this year, 
mings applicable to the 










isle were equal to $2.46 a share. 





Newsprint Production 


Leading North American news- 
bint producers may be compelled 
fo reduce output in the near future 
to avoid the unfavorable conse- 
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Developments in Companie 


Phillips Petroleum. Company has announced 
that stockholders will be given the privi- 
lege to subscribe to 444,905 additional 
shares of stock, in the ratio of one new 
share for each ten shares held. The price 
will be announced later in September. Pro- 
ceeds from the sale of the stock will be used 
to reduce current liabilities, retire funded 
debt and reimburse the company's treasury 
for capital expenditures. 


Cutler Hammer. Stockholders have voted to 
split the outstanding shares two for one 
and sanctioned the sale by the company 
of $2,500,000 convertible preferred stock. 
Funds derived from the latter will be used 
for liquidation of bank loans and enlarged 
working capital. 


Sears, Roebuck. For the 24-weeks period 
ended July 16, last, company reported an 
increase of 17.4% in sales over the same 
period last year. The gain in net was even 
more impressive, the current figure of $15,- 
190,441 comparing with $12,634,285 a year 
ago, a gain of 20%. Applied to the 5,502,- 
320 shares of stock now outstanding earn- 
ings this year were equal to $2.76 a share, 
comparing with $2.60 a share for 4,859,968 
shares in 1936. The company's margin of 
profit this year rose to nearly 6%, as 
compared with 5.8% in the same months 
a year ago. 


Holland Furnace. Close on the heels of a 
recent dividend of $1, company has de- 
clared another payment of 50 cents. Earn- 
ings have been holding up well this year 
and may show as much as $3.50 a share 
for the common. On this basis further 
dividends this year are to be expected. 


American Pwr. & Lgt. Both gross and net Cc 


continue to record good gains. For the 12 
months to July 31, last, consolidated gross 
of $95,833,810 compared with $87,131,571 
in the corresponding period of 1936. Con- 
solidated net income this year amounted 
to $11,251,309, or the equivalent of 53 
cents a share on the common after allow- 
ing for all preferred dividend requirements. 
Last year consolidated net of $9,302,104 
was equal to $5.25 a share on the combined 
issues of preferred stocks. 


F. E. Myers & Bro. Company's earnings con- 
tinue to point sharply upward. For the nine 


Youngstown Sheet & Tube. 






s Recently Discussed 


months to July 31, last net of $987,580 was 
equivalent to $4.94 a share on the 200,000 
shares of capital stock. In the same months 
last year, earnings were equal to $3.79 a 
share. Recently the company declared a 
quarterly dividend of $1.25 a share, as 
compared with $1 paid in the two previous 


quarters. 


Recent reports 
indicate that the company plans new 
financing to the extent of $30,000,000 to 
reimburse its treasury for the substantial 
capital expenditures made this year, the 
largest of which involved the installation 
of a $20,000,000 continuous hot and cold 
rolled strip mill. New financing will prob- 
ably take the form of a convertible issue 
to which stockholders will be given the 
privilege of subscribing. 


United Aircraft. Company's Pratt & Whitney 


division has been awarded a large War 
Department contract. The order calls for 
455 engines and parts for a total of $4,- 
153,938. 


Consolidated Edison. Present plans call for 


the expenditure of $50,000,000 for new 
facilities over the next year. The company 
plans shortly to offer an issue of $80,000,- 
000 in new debentures, $60,000,000 of which 
will be used for refunding purposes, with 
the balance representing new money which 
will partly defray the cost of the projected 
expansion program. Another $30,000,000 of 
securities to be issued later will provide 
the balance of the necessary funds. 


ontinental Can. Although the company’s 
earnings for the twelve months to June 30 
last were equivalent to only $3.25 a share 
for the common stock as compared with 
$3.74 in the corresponding period of last 
year, the evidence of more recent results 
indicates that the downward trend has been 
reversed. For the twelve months ended 
April 30, last, net was equal to $3.18 a 
share, suggesting that the better results 
in the most recent period reflect rising 
volume of business. Lower earnings have 
been entirely the result of refunds to cus- 
tomers, following the enactment of the 
Robinson-Patman Bill last year. 





quences of excessive production. In 
anticipation of the impending price 
advance of $7.50 a ton to $50, pub- 
lishers have been accumulating 
stocks of newsprint, a policy which 
contributed the record high output 
of newsprint for three consecutive 
months ended with July. At the end 


of July, 430 newspapers had stocks 
on hand equal to 54 days’ supply, 
the largest since August, 1924, when 
supplies were sufficient for 56 days. 
Advertising lineage has dropped 
somewhat in recent weeks, another 
factor responsible for the mounting 
inventories in publishers’ hands. 
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THE BUSINESS ANALYST 





i= chiefly to a brisk spurt in 
cotton cloth output preparatory to 
reduced operations in September, 
and because motor car assembly 
lines are closing for retooling later 
than usual this summer, our per 
capita Index of Business Activity 
has risen to a new recovery high, 
fractionally above the previous peak 
of 102.0 touched during the third 
week of May, and 8.4% better than 
last year at this time. During the 
past fortnight check payments, the 
volume of money in circulation and 
electric power output have also 


Jaking. the Pulse of 


— Activity Rises Slightly 
— But Fall Sentiment Sobered 
— Light Steel Prospects Good 


— New Building Lags 


niture and household refrigerators is 
somewhat lower than last year at 
this time; while residential permits 
issued in July were down 38.4% in 
estimated cost below July, 1936. 
Woolen mills have sufficient back- 
logs to sustain operations through 
September; but will have to curtail 






Business 







though no drastic slump in produc. 
tion is anticipated. 

Similarly conflicting trends are ob- 
servable in the price structure, in 
monetary conditions, and in busi- 
ness sentiment. The latter has he- 
come somewhat sobered recently by 
falling agricultural prices, war in the 
Orient, and the possibility of an 
extra session of Congress this au- 
tumn. Yet the effect of lower agri- 
cultural prices upon the price level 
is being strongly opposed by such 
contrary forces as would ordinarily 

spring from advancing wages, 








increased at a somewhat faster 
than normal seasonal rate; but 
small recessions (on a season- 
ally adjusted basis) have been 
reported for steel and coal pro- 
duction, lumber shipments and 
car loadings. Coal production is 
expected to hold up well until 
October first, when the Bitumi- 
nous Coal Commission plans to 
establish minimum prices on 
about 90% of the country’s out- 
put, and expanding shipments 
of this heavy contributor to 
railroad freight traffic should 
help to sustain car loadings. 
In spite of the gratifying im- 
provement in general business 
activity, however, there are so 
many perplexing cross currents 
in the present situation that it 
is difficult to forecast the fourth 
quarter’s business outlook with 





any degree of confidence. Pro- 
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shorter hours, the Robinson-Pat- 
man and Miller-Tydings Acts, 
and prospective new crop con- 
trols. 

The Department of Agricul- 
ture now estimates that farm 
income from marketings _ this 
year will exceed that for 1936 
by only a billion dollars, against 
an earlier estimate of a billion 
and a half. Total cash income. 
for 1937, including benefit pay- 
ments, is placed at $9,000,000, 
000, a figure in close agreement 
with the amount estimated in 
our issue of a month ago. This 
is a large sum and, combined 
with expanding payrolls and 
dividend disbursements, should 
help to sustain the country’s re- 
tail trade at a high level for 
some months to come. On the 
other hand, bank deposits. 
which are the chief source of 








duction is setting new all time 
records in electric power, business 
machines, radio sets, glass, ciga- 
rettes, crude oil, air conditioning, 
tractors, airplanes, travel and recre- 
ation; while shipyards are operating 
at peace-time capacity. On the 
other hand, production of boots and 
shoes, rayon cloth, paperboard, fur- 
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rather drastically this autumn un- 
less orders pick up smartly within 
the next few weeks. According to 
recent statements by prominent ex- 
ecutives, some apprehension over 
the effect of higher prices upon 
fourth quarter sales is being enter- 
tained in the automobile industry; 


expenditures for capital goods. 
are only fractionally higher than a 
year ago; owing mainly to the cir- 
cumstance that inflationary influ- 
ences which would ordinarily flow 
from expanding industrial loans are 
being counterbalanced by the defla- 
tionary effects of receding invest- 
ment holdings. 
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To meet this situation, discount 
ates have been reduced recently to 
the lowest level on record, while 
treasury bill rates are being raised 
i, order to encourage rediscounting 
ad so check the liquidation of 
Government securities. Thus the 
witlook is for moderately higher in- 
terest rates in the not distant future, 
which explains why New York bank 
tocks have held firm in an other- 
yise sloppy stock market. 


The Trend of Major Industries 


STEEL—Although current steel 
operations, at around 837% of capac- 
ity, are 15% above last year at this 
vason and at the highest level for 
any summer but one on record, trade 
opinions as to the autumn outlook 
are rather conflicting. Foreign de- 
mand will be exceptionally heavy 
and so will domestic consumption 
for tractors, farm implements, tin 
plate, oil pipe and storage tank 
plate, and a long list of miscellaneous 
products. Orders from the motor car 
industry will soon begin to pick up 
sharply; but demand from the rail- 
rads and construction field will 
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probably not come up to earlier ex- 
pectations. Bookings of structural 
steel in July amounted to only 161,- 
(00 tons, against 199,000 in the like 
month of 1936, and new business 
generally continues at only about 
15% of production. The fourth 
quarter outlook is somewhat im- 
paired by a two months’ postpone- 
ment, owing to labor trouble, of the 
Government’s huge _ shipbuilding 
program, and by the possibility that 
a strike may be called this autumn 
at the Ford plants. The domestic 
market for scrap is temporarily 
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deadlocked by the refusal of buy- 


ers to pay current prices; but de- 


mand for export is limited only 


by the amount of cargo space avail- 
able. 


1937 


CONSTRUCTION — Foreshad- 
owing an approaching recession in 
the volume of building activities is 
a recent Government report dis- 
closing that the estimated cost of 
new residences for which permits 
were issued in July fell 38.4% be- 
low the total for July, 1936, against 
a cumulative gain of 23% for seven 
months. Non-residential permits, 
however, showed a 19.6% gain in 
July, leaving a net decrease of only 
15.2% for all classes of building 


construction, including repairs and 
alterations. According to the Home 


Loan Bank, building material prices 
in July were 11% higher than a year 
earlier; but 3% lower than in 1926. 
From the same source comes an es- 
timate that home building in July 
was 18% lower than in June; 22% 
below July, 1936; and only 22% of 
the 1926 average. Evidently rents 
must go higher before building 
booms again. Building material con- 
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cerns expect about $220,000,000 
worth of business from the housing 
bill recently passed by Congress. 
About $45,000,000 of this total 
should come in before next July. 
Thereafter, receipts from this source 
should average about $88,000,000 
annually. New York mortgage lend- 
ers, after October 1, are to be more 
strict in their requirements that new 
buildings which they help to finance 
shall be properly constructed. 


METALS—Foreign copper prices 
have receded to 1334 cents since our 
last issue; but there are no immedi- 
ate prospects of lowering the do- 
mestic 14-cent peg. July shipments 
of domestic lead were 22% above 
last year, with stocks above ground 
equal to a 2144 months’ supply. A 
flight of silver from war ridden 
China has forced the price down to 
the lowest level in years. Ship- 
ments of tungsten from China have 
been stopped. At present this coun- 








try has a six months’ supply of the 
Chinese ore; but the embargo, if 
prolonged, will raise costs consider- 
ably to the makers of high speed 
tool and special alloy steels, since 
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half of the world’s tungsten supply 
normally comes from China. 


RAILS — Net railway operating 
income of Class I carriers for July 
was about 2% lower than in July, 
1936, compared with a_ seven 
months’ increase of 19%. Gross 
revenues for July gained only 5%, 
against a seven months’ increase of 
10%. Payrolls for the first six 
months increased by $82,000,000, or 
about 8%; but this was attributable 
almost entirely to a proportionate 
increase in the number of employees, 
since average wages for the first half 
were at practically the same level 
as during the first six months of 
1936, and even at the same level as 
in 1932. There is a fair probability 
that expenses will be cut by laying 
cff supernumerary employees after 
wage and rate increase cases have 
been settled; so that the general 
railroad situation is probably not 
fundamentally so critical as the 
propagandists would have us be- 
lieve, in spite of the admittedly poor 
outlook for a minority of the weaker 
links. There is a “hunch” in rail- 
road circles that the I. C. C. will re- 
fuse rate increases sought on spe- 
cific commodities; though disposed 
to grant general increases later, 
which would be based upon the 
findings from its projected survey 
of operating costs. It is also worth 
noting that the Commission’s chair- 
man favors the operation of all rail- 
roads under one national system. 
This is just what France has done 
during the past fortnight. 


AUTOMOBILES—Domestic sales 
of passenger cars in July were about 


3% lower than during the corre- 
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sponding period of 1936, compared 
with a cumulative improvement of 
9% for seven months. July truck 
sales gained 14%, against a seven 
months’ increase of 15%. Summer 
shut-downs for retooling will be un- 
usually brief this summer; since only 
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Packard and Graham-Paige are plan- 
ning complete new designs for 1938 
models. Expectations of further 
price advances when new models 
are introduced, a development just 
confirmed by President Sloan, Jr., 
of General Motors, are currently 
sustaining sales; but it is feared that 
the actuality will cause a temporary 
recession in volume. Meanwhile 
used car sales are being accelerated 
by price reductions. Mr. J.S. Bache, 
of the Chrysler Corp., looks for a 
lower ratio of profits to sales. Mr. 
Sloan states that more cars could 
be sold in England and Germany 
were it not for prior demands upon 
material by the munitions programs. 
Studebaker is sponsoring tests of 
five flying automo- 


18; while Oklahoma has reduced 
her daily allowable by 33,600 bar- 
rels. This should bring the indus- 
tries total production of crude down 
to only 17% in excess of last year, 
and will help to preserve the pres- 
ent strong statistical position; 
though the Bureau of Mines esti- 
mates an increase for September of 
only 9% in demand. Major pipe 
lines in Oklahoma and Kansas are 
refusing to take oil in excess of cur- 
rent consumption, owing to heavy 
State taxes on stored crude. 


MERCHANDISING — A slight 
upturn in retail sales may be de- 
tected in recent reports by mail or- 
der houses and from the New York 
metropolitan area. Department 
store sales in the latter instance in- 
creased 2.2% in dollar totals during 
the first half of August as compared 
with the corresponding period a year 
ago, against a gain of only 1.7% for 
the first half of July. Inventories of 
large department stores in this area 
at mid-August, though showing no 
reduction from the end of July, 
averaged only 20% higher than a 
year earlier in dollar value, and were 
up only 10% on a unit quantity 
basis. A major portion of heavier 
inventories, according to the Fed- 
eral Reserve Bank of New York, 
was centered in men’s wear, sport- 
ing goods (for which demand has 
been exceptionally good this sea- 
son), woolen goods (where hot 






weather has caused an unanticipated 
slump in demand) and furniture, jy 
which sales have been hurt by the 
decline in new residential building. 








UTILITIES—With the advent o; 
cooler weather in some sections of 
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the country, the spread over last 
year in electric power output has 
recently narrowed to 7%. From a 
longer range viewpoint, however, 
there is much encouragement for in- 
vestors in the utility industry in a 
recent report by the National Bi- 
tuminous Coal Commission which 
discloses that, while coal consump- 
tion has declined 16% during the 
past six years, electric power output 
has increased 26%. 


Conclusion 


Owing largely to a spurt in cotton 
cloth production and later than usual 
closings of automotive assembly lines 
this summer, the country’s physical 

volume of produc- 





biles using Stude- 
baker engines. 


OIL — Although 
crude oil production 
during the past fort- 
night ran 34% ahead 
of last year, gasoline 
inventories are up 
only 11% (about the 
same as consump- 
tion), while stocks of 
crude and fuel oil 
are only fractionally 
higher than a year 
ago. With the pass- 
ing of peak consump- 
tion, Texas has cut 
her allowable produc- 
tion for September to 
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tion and _ shipments 
| has just expanded to 
| a new recovery high. 
| In spite of this grati- 
| fying showing, how- 
| ever, autumn pros- 
pects at present writ- 
|} ing are somewhat 
|} clouded by declining 
prices for _ stocks. 
bonds and agricultu- 
ral staples; by the 
lull in new construe- 
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tion and __ railroad 
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generated by wars in 
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STOCK MARKET VOLUME 





High Low Sistone (1925 Close—100) High Low Aug.21 Aug. 23 Sant 4 
106.0 78.4 330 COMBINED AVER. 122.0 3.6 101.2 96.7 . 
“904.6 113.4 5 Agricultural implements... 253.3 204.6 242.7 228.3 216.4 
68.6 39.9 6 Amusements. 72.6 58.0 69.5 67.3 67.0 
143.5 116.8 16 Automobile Accessories.. 146.6 104.9 117.0 112.3 109.7 
24.9 17.7 13 Automobiles .......... 30.1 20.6 22.4 21.1 20.6x 
156.8 104.3 8 Aviation (1927 Cl—100). 178.0 129.1 131.5 124.0 120.1x 
23.8 12.6 3 Baking (1926 Cl.—100). 28.5 16.5 17.2 16.8 16.5x 
500.9 318.6 2 Bots. & Cks. (‘32 Cl—1 00) 547.0 456.6 510.5 504.1 492.2 
262.0 202.8 3 Business Machines........ 308.6 243.4 273.2 263.8 243.4x 
287.4 216.2 nda ka ose. 6 9ier0 ca aiecae 242.8 184.1 214.2 2°48 200.2 
237.1 187.5 10 Chemicals............... 247.7 201.5 220.2 210.9 2°7.7 
73.8 42.8 15 Construction............. 88.3 58.7 65.3 61.7 58.7x 
166.4 87.9 10 Copper & Brass........... 217.3 148.0 174.0 165.3 158.8 
47.8 39.3 2 Dairy Products........... 43.0 33.5 35.7 35.0 33.7 
41.8 23.3 10 Department Stores........ 42.7 32.3 36.6 34.7 32.3x 
100.1 72.8 8 Drugs & Toilet Articles.. 108.8 82.8 88.0 85.8 22.8x 
441.1 227.2 2 Finance Companies....... 388.4 321.6 334.0 328.6 321.6x 
70.1 60.9 7 Food Brands............. 71.9 52.5 55.6 53.6 53.2 
56.6 41.4 4 Food Stores.............. 53.2 38.6 41.9 40.7 39.6 
103.2 65.7 3 Furniture & Floor Covering.. 122.3 96.1 106.7 101.6 96.1x 
1296.91116.0 4 Gold& Platinum Mining.. 1253.6 940.1 997.6 956.1 942.3 
51.0 36.6 5 Investment Trusts......... 58.6 44.2 47.9 46.5 44,2 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 259.1 276.5 266.8 262.6 
189.5 134.7 9 Machinery.............. 209.8 163.5 179.1 169.2 1645 
107.4 61.3 ee ee ae ae 104.3 85.3 100.2 96.2 92.3 
83.9 59.4 4 Meat Packing............ 109.6 79.6 89.4 8°.8 81.6 
232.5 159.5 14 Metal Mining &Smelting.. 334.1 232.5 276.0 262.5 254.2 
ee ee. I i550 ccd «cpus gases 26.5 19.0 22.5 22.2 21.7 
142.8 97.2 24 Petroleum & Natural Gas.. 158.8 131.6 141.1 136.1 131.6x 
96.6 67.2 18 Public Utilities........... 114.9 72.5 81.8 78.9 76.5 
35.4 26.7 4 Radio (1927 Cl.—100).... 31.7 22.6 27.9 27.9 28.1 
100.4 52.5 9 Railroad Equipment....... 112.9 71.1 82.2 76.0 71.1 
39.8 37.3 24 Railroads................ 48.6 31.8 35.2 32.7 31.8x 
27.1 13.4 1. ey Seer rn 28.5 14.9 16.8 16.5 15.6 
87.6 62.7 Se 87.6 62.9 69.1 68. 657 
124.5 85.2 12 Steel &lron............. 165.6 124.5 147.3 137.7 134.0 
45.3 29.8 - SSS re 45.2 35.1 36.4 36.4 371 
175.6 142.5 TN ace sb sires cos hen 171.2 144.5 165.8 160.7 157.9 
97.4 76.6 3 Telephone &Telegraph.... 985.3 62.0 64.7 63.2 62.2 
83.5 62.0 De atid e 6 d.0%0 6:9 4.0% 91.8 69.4 71.8 72.0 6°.8 
20.9 10.6 4 Tires & Rubber........... 29.2 20.5 25.0 23.2 22.4 
SOD BID 4 THOR. «2.00 sccccscces 99.4 80.9 84.7 23.7 83.1 
76.2 61.0 Dy WN fos ce rrses ss cee 71.9 33.5 38.8 37.4 36.4 
369.2 232.5 4 Variety Stores........... 346.8 245.0 269.4 258.7 255.2 
x—New LOW this year. 
DAILY INDEXES OF SECURITIES 
N.Y. N. Y. Times 
Times Dow-Jones-Avgs. -——50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, August 23.... 83.23 181.88 51.77 130.92 129.51 584,720 
Tuesday, August 24.... 83.30 182.39 52.01 130.34 129.09 558,440 
Wednesday, August 25. 83.29 181.70 51.60 130.38 129.46 497,310 
Th-sday, August 26.... 83.06 178.52 50.37 129.01 127.07 966,080 
Friday, August 27...... 82.85 175.91 49.40 127.71 124.81 889,700 
Saturday, August 28.... 82.77 175.93 49.46 125.84 125.25 254,300 
Monday, August 30.... 82.86 177.88 49.73 126.79 125.59 455,130 
Tuesday, August 31.... 82.81 177.41 49.60 127.28 126.18 503,710 
Wedneday, Sept.1.... 82.60 173.08 48.21 125.18 123.23 818,910 
Thursday, Sept. 2....... 82.34 170.84 47.13 123.35 121.17 1,204,400 
Friday, Sept. 3......... 82.41 172.17 47.21 123.66 122.31 690,900 
Saturday, Sept. 4....... 82.47 172.55 47.43 122.94 122.52 


229,980 | 





3,824,030 


Same Date 
1935 


204,445,291 
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(b)—1,000 Gross tons. 
(G)—U. 


+—000,000 omitted. 


3. 903,030 3,750,550 
Total Transaction Same Date 
Year to Sept. 4 1936 
269,777,000 327,550,701 
Note: Latest figures compiled as of Sept. 3. 
100. (d}—F. W.Dodge—37 states. (f}—Dun & Bradstreet. 
'23-25-100. *—000 omitted. §—Week ended Sept. 1. 
Composite. Ji—July. Ag—August. 


Week Ended Sept. 4 Week Ended Aug. 28 Week Ended Aus. 21 











MONEY RATES 


Time Money (90-day). 

Prime Commercial Paper 
Call Money.......... 
Re-Discount Rate...... 


CREDIT 


Bank Clearings, N. Y.T. 

Bank Clearings 
(outside N. Y.)t 

Brokers’ Loans, F. R.t.. 


Brokers’ Loans N. Y. S. 


Este. 


New Corporate Financing?.. . 


Finished Steel* c per Ib 
Pig lron* $ perton.... 
Steel Scrap* $ per ton. 
Copper, $ perlb...... 
Lead, $ per lb. N.Y... 
Zinc, $ per lb. N.Y... 
Tin, $ per lb. N. Y..... 
Rubber, $ per Ib....... 


Crude Oil (Mid-Cont.), $ per 


Sugar, raw, $ per lb..... 


Silk, raw, $ per lb..... 
Wool, raw, $ per Ib.... 


COMMODITY PRICES 


Wheat, Price, Dec., $ per bu. 
Cotton Price, Oct., $ per Ib.. 
Corn Price, Dec. $ per bu... 


| KEY INDUSTRIES 


Steel Ingot Prod. (b) (tons)... 
U. S. Steel Corp. Shipments 


CO GON oe cccces 


Pig Iron Production (b) (tons). 
Operating Rate, % Capacity. 


Auto Production...... 


Bldg. Contract Awards (d)*.. 


Residential Bldg. (d)* 
Engineering Contracts* . 


Cotton Consumption (bales)*. 


Mach. Tool Orders, 


'26— 


Oil Prod., daily aver. (bbls.). 
Stocks of Gasoline* (bbls.). . 
Elec. Pwr. Output (kwh)T.... 


Capital Goods Activity 


TRANSPORTATION 


Carloadings* 
Miscellaneous Freight* 


Merchandise, L.C.L.*.. 


TRADE 


Dept. 


(c).. . 


Store Sales ‘23-25— 


Merchandise Imports*...... 


Merchandise Exports* . 


Business Failures (F)......... 


| EMPLOYMENT 


«2 Age 25-27- 
S. Labor Bureau. 


*—lron Age | 


Factory (G).......... 


Durable Goods Industries (G). 


Consumers Goods (G). 


Factory Payrolls (G)........ 





Latest Previous Year 
Week Week Ago 
1%4% 1%4% 14% 
1% 1% %%@1% 
1% 1% 1% 
1% 14% 114% 
$3,217 $2,711 $3,872 
2,037 2,048 1,971 
1,171 1,140 984 
Aug.1 July 1 Last 
Year 
$1,173 $1,186 $967 
46Ag 14131 246 
Latest Previous Year 
Week Week Ago 
2.605 2.605 2.159 
23.25 23.25 18.73 
20.17 20.58 16.00 
14 .14 209%, 
20614 20614 .0460 
.0760 0760 .0522% 
583, 258876 .431214 
18% 181, 16% 
1.27 1.27 1.17 
.0350 .0355 0370 
1.91 1.88 1.72 
1.01-1.03 1.01-1.03 89 
1.05% 1.0634 1.09 
.0936 0947 +1130 
62%, 62% 94% 
Year 
July June Ago 
4,557 4,184 3,923 
1,187 1,269 951 
3,499 3,108 2,594 
83.0§ 83.0 72.0 
456,775 521,139 451,206 
$321,603 $317,842 $294,734 
81,046 93,078 71,994 
260,001 274,399 183,917 
583 681 607 
171.1 191.8 150.1 
Latest Previous Year 
Week Week Ago 
3,731 3,729 3,032 
66,997 67,260 59,781 
2,304 2,301 2,126 
104.3 104.9 87.2 
Latest Previous Year 
Week Week Ago 
781 777 735 
313 312 296 
167 166 166 
Year 
July June Ago 
94 93 91 
$66,705 $79,095 $59,401 
263,438 285,946 197,458 
264,615 265,363 177,006 
618 670 639 
Year 
July June Ago 
101.7 101.2 91.2 
99.2 99.0 84.6 
104.3 103.6 98.2 
101.2 102.9 80.2 































































The Personal Service Department of Tue Magazine or Wai Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Reynolds Spring Co. 


Wil you advise: me, a new subscriber, 
about Reynolds Spring. I appreciate that its 
earnings suffered through the strikes earlier 
this year, but I do not believe this is re- 
sponsible for the poor showing of its stock, 
of which I hold 200 shares averaging 24%». 
Would you continue to hold, or sell?— 
M. M. A., Detroit, Michigan. 


The strikes in the automotive in- 
dustry undoubtedly adversely af- 
fected the sales of Reynolds Spring 
Co. during the first quarter of the 
current year, although sales for that 
period were higher than for the cor- 
responding quarter in the year 1936. 
Operating income was cut nearly in 
half, however, which reflects in- 
creased costs and expenses, material 
and labor. Net earnings for that 
quarter-year period were the equiva- 
lent of 22 cents a share against 48 
cents a share in the first quarter 
of 1936. Generally unstable mar- 
kets undoubtedly have had much 
to do with the decline in the stock 
of this company, but until it is 
demonstrated by earnings _ state- 
ments that the company, under 
existing conditions, can continue to 
produce comparably _ satisfactory 
earning power, it is unlikely that 
the stock will be distinguished above 
the average for activity and 
strength. We nevertheless feel that 
the outlook is sufficiently encourag- 


676 


ing to justify speculative retention 
of holdings at existing price levels. 
Second quarter results were indeed 
encouraging, the net equal to 16 
cents per share comparing with 10 
cents for the corresponding 1936 in- 
terval, and this reassurance should 
do much to offset the disappoint- 
ment in the initial quarter state- 
ment. Reynolds Spring Co. is 
strongly entrenched in its field, one 
of the oldest companies supplying 
the automotive trade with cushion 
springs; and while that continues as 
the most important source of income. 
the introduction of a new line of 
products in 1932, which has been 
growing in importance, should in 
the future contribute heavily toward 
sales volume and earning power. 
This line includes unbreakable 
household utensils of molded plas- 
tics. These materials also are widely 
used for automobile interior hard- 
ware trim and insulation, radios and 
electrical equipment. In both divi- 
sions of the business from a long 
term standpoint, the prospect is, we 
believe, favorable. 


Sein 


Republic Steel Corp. 


Would you buy Republic Steel at current 
prices? Do you believe it should sell con- 
siderably higher over the neat few years? 
Are dividends in prospect?—E. D. C., Pitts- 
burgh, Penna. 


Ultimately the important factor 
in establishing a market value for 
stocks is normal earning power. We 
think that the normal earning power 
of Republic Steel in relation to 
present capitalization should justify 
higher prices for the shares. Of 
course, the second quarter of 1937 
earnings and operations cannot be 
considered normal since it was in 
that period that the strikes oc- 
curred. A fairer basis upon which 
to judge probable normal earning 
power would be the first quarter of 
the current year when Republic’s 
operations averaged around 85% 
capacity. In that quarter, over 
$5,500,000 was reported as net profit, 
or about $1.22 a share on the out- 
standing stock after preferred divi- 
dend requirements. Net of $487,251 
in the second quarter was equal to 
53 cents a share for the 6% pre- 
ferred, after prior preferred divi- 
dends. During the second quar- 
ter in the midst of the strike, 
operations reached a low of around 
28% capacity, but have recently 
been reported at 80 to 85%. Unless 
unexpected setbacks take place in 
the future, we would expect such 
earnings reports as would form the 
basis for higher prices in _ these 
shares; and of course, with reason- 
able assurance of continued higher 
earning power, it would be assumed 
that the directors will take some 

(Please turn to page 682) 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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|, Profitable Period 


head. Over the coming months 
wr counsel should bring you sub- 


dantial profits. 


Indices point to a 


tih volume of business this fall ac- 
wmpanied by favorable earnings re- 
ports for many selected companies. 


year’s total. 


for You. 


Investment. 


Free 
Service 
Until 
November 
1 





Enroll Now 
for Early Profits! 


We are now recommend- 
ing three buoyant issues 
as Trading Advices; three 
dividend-payers in our 
Bargain Indicator; and 
three low-priced stocks 
as Unusual Opportuni- 
ties, 
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3, A Specific Program 


Your own personal ob- 


furthermore, we anticipate that the 
volume of “tax” dividends before the 
end of the year will outstrip last 


1. Definite and Continuous 
Advices. You will always know ex- 
actly what and when to buy and when 
io sell, Constant attention is given to 
your trading and investment pro- 
sams conducted in accordance with 
our definite recommendations. 


jectives and requirements and the 
amount of funds available determine 
which sections of the Forecast you 
should follow. Five special depart- 
ments cover every possible service 
need—for Trading, Speculation and 


4. Telegraphic and Air Mail 
Service. 
ments, telegrams are transmitted in 
our Private Code without extra charge 
All are con- 
firmed by mail the same day. Air 
Mail is free on our weekly and spe- 
cial bulletins in the United States 
and Canada where it expedites de- 
livery. 


On our short-term commit- 


except for actual cost. 


5. Our Fee Represents 

Capital Insurance. When you con- 
sider the importance of best employ- 
ing the hundreds or thousands of 
dollars that you use in following a 
security advisory service, you should 
avail yourself of one that provides 
ALL the advantages of the Forecast. 


6. Extensive Consultation 
Privileges. You may call at any 
time upon our Personal Service Bu- 
reau to analyze your holdings, to ad- 
vise you what to retain and what to 
close out. We will weigh the nearby 
and longer term prospects of each is- 
sue as well as its inflationary and 
technical positions. 


REASONS Why YOU 
‘hould Enroll Now as a FORECAST Client— 






7. Extraordinary Facilities 

for Service. At our command are 
the vast resources of The Magazine 
of Wall Street. Due to our location 
in the heart of New York’s financial 
district, with our news and stock tick- 
ers, we maintain the closest check on 
securities on the principal exchanges. 


As a concrete il- 
lustration of what you may ex- 
pect during the term of your 
Forecast subscription placed 
now, we give below a half-dozen 
examples of profits taken in our | 
three active departments after 
Labor Day of last year: 


POINTS 
PROFIT 


15144 Deere & Co. 


814 Twentieth Century- 
Fox 


6144 U. S. Rubber 
1354 Commercial Credit 
534 Lone Star Cement 
5  Timken-Detroit Axle 


























vice starting at once but dating from November 1. 
will receive the complete service by mail. 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


90 BROAD STREET CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
Pp 
I understand that regardless of the telegrams I select, I 


($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. 
Code after our Code Book has had time to reach you.) 


stocks for profit and income. One or two wires a month. 


7} TRADING Active common stocks for near-term profit. 
ADVICES Three to five stocks carried at a time. 
shares of all recommendations on over 60% margin. 
& UNUSUAL Low-priced common stocks for market appreciation. 
ee month. Three to five stocks carried at a time. $750 capital sufficient to buy 10 
shares of all recommendations on over 60% margin. 
[] BARGAIN Dividend-paying 
INDICATOR Three to five stocks carried at a time. 
shares of all recommendations on over 60% margin. 
BE Sate wats Maes becouse sERES RON eee eben CAPITAL OR EQUITY AVAILABLE.............00:% 
ee eee eT eee ee Tee Cee eee EEE ee ee ee ee Se 
ee ee See ee eae eee el STATE ... 


NEW YORK, N. Y. 


(Wires will be sent you in our Private 


$1,500 capital sufficient to buy 10 


Two or three wires a 


$1,500 capital sufficient to buy 10 














Three or four wires a month. 






























STOCKS—BONDS 
COMMODITIES 


Folder “M” explaining margin require- 
ments, commission charges and _ trading 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver Si. New York 





BOwling Green 9-2380 











A LOW-PRICED 
BARGAIN STOCK 


indicates that some 
stocks will later sell at substantially higher 
prices. Some of the biggest profits, however, 
will be made by those investors who pick up 
lower-priced issues which are really undervalued 
and not merely cheap. 


But such issues are hard to find. We have 
located one which appears especially attractive. 


Careful investigation 


The company has greatly improved prospects. 
Business is expanding; earnings should do like- 
wise. The technical position is strong and the 


stock points higher. Still it now sells for a 
very low figure. It is not a “cat or dog’’—it is 
an exceptionally promising issue. 

The name of this stock will be sent to you 
absolutely free. Also an_ interesting booklet, 
“MAKING MONEY IN STOCKS.” No charge— 
no obligation. Just address: 


INVESTORS RESEARCH BUREAU, _ INC. 
Div. 668, Chimes Bldg., Syracuse, N. Y. 





A “High 
eee iE Sale nigics a plaw ease 60 
Aten WRMERE ceo. cuceccea cs 3714 
B 
NOE ORONO. 0065-65 55 occ ccnee 18 


Ss 

OS ES 
Chesapeake & Ohio.. ‘ss ne 
Chicago Gt. Western Pid. 

C. M, & St. Paul & Pacific Pid 
Chicago & North Western. . 
Chicago, Rock Is. & Pacific... 





D 
Delaware & Hudson......... 
Delaware, Lack. & West... . 














- Full Lots - Odd Lots | 





LAPHAM, DAvIs 


x BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 





Stocks ¢ Bonds e Commodities 


Commission orders executed for 
cash or conservative margin 














POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














"A LITTLE DOES A LOT’ 


Send tor free 48-pg. cook book ana mixing guide. 
ddress Angostura, Norwalk, Conn. 


678 

























5 SRR ee 14 1% 181 11 
G 
Great Northern Pfd....... 354% 9, 46% 321% 56%, 405% 
I 
Illinois Central............ 22% 9% 291% 18% 38 21 
‘ 
eee 11% 5 22 814 245 1214 
Louisville & Nashville................ 643, 34 10234 5714 99 82%, 
M 
ie, OMNNEIE HOMES. 0550-5002 - aves 6% yy. 9% 514 9%, 5% 
, Kansas & ~~ Pid., ee 16% 54 33% 14% 34% 21 
Missous PRC RG Cae x1. cis sa4 63's vine 3 1 4 2% 6% 3 
RL 29%, 12%, 49% 273%, 55% 341% 
th hy oe RE ere 19 6 531, 173%, 72 41 
N. Y.,N.H. & Hartford.............. 8% % 64% 3 9% 3% 
Northern Pacific..................... 25% 131% 363%, 23% 36% 25% 
P 
Pennsylvania. ; 32% 17% 45 28% 50% 34 
R 
eee 43%, 29% 50%, 3514 47 32 
s 
DER RMEOOD NORD, 6565 sin.cu sce es0essas % 35, 1} 45, 2%, 
Southern RSA re 251% 12%, 4712 23% 65%; 38% 
ER e5 161 514 26% 123%, 423, 24 
U 
RINNE oretsds iteaceatasa ces 111% 8214 149%, 108% 148%, 115% 
NPAMAIREUOIRG: 6 oo. 50 5 noes Se bseee 3% 11% 4 1% 4%, 2 
e e 
Industrials and Miscellaneous 
1935 1936 1937 
A Hish Low Hish Low  Hish “ 
I. ya ccc wa sos hotcoencebe 37%4 28 35% 17% 285 22% 
MR co). hic es k bess b'eoce ee eer 8614 58 801, 6414 
NG eos och ch vu swe eked 2014 13% 17} 13 15% 11 
Allegheny Steel................ . 32 21 403/, 26% 45% 301% 
Allied een ee eee 173 125 245 7 ae 215 
Alllied Stores. ...... 9 314 201% 6y, 21% 15 
Allis a el Mfg. 33% 12 81 35% 831 57 
Alpha Portland Sonn. “ 22%, 14 34% 19%, 3934 21% 
See 80 48% 125% 75 1144 80 
Amer. Agric. Chemical (Del.)......... 57% 411% 89 49 1011 83 
American Bank Note................- 473 13%, 55% 36 4134 20%, 
Amer. Brake shes . wed Si eas oer 421% 21 70%, 40 803%, 57 i, 
American Seer, wa. | 137% 110 121 901%, 
Amer. Car & -_. Re lets cies dS%S 0s cies 33% 10 60% 30 71 42, 
American & Foreign Power............ 9%, 2 9%, 612 13% 6% 
Amer. Power & Light................ 9% 1% 14%, 7 161% 7 
Amer. Radiator &S.S................ 25) 10 27% 183, 291 185 
Amer. Rolling Mill ................. 32% 15% 37 23%, 45% 31 
Amer. Smelting & Refining............ 64% 31% 103 5634 10534 719% 
Amer. Steel Foundries................ 25% 12 64 20% 73% 48) 
eS DS aaa 98% 1901, 14914 7 1593/4, 
OS EO a eee 107 743%, 104 88) 99% 74's 
Amer. Water Works & Elec........... 2235, 1% 27%, 191 2914 151% 
Ame. Woolen Pid.................. 68% 35% 70% 52% 79 541 
Anaconda Copper Mining............ 0 8 = 28 24 47%, 
SRR NSERC een 6% 3% T3, 4% 13%, 7 
Atlantic Refining. ................... 8 201% 35% 26% 37 26% 
RR So cist Suikissig'e 0 = 15 54, 26%, 363% 13% 
Aviation Corp. Del. ...... 9% g 


se ay poor Works. . 6% 
| eee 22% 
Bernsdal | Sa saance 1434, 
Beech-Nut Packing................... 5 

MII. «5s. c's ce cha sco oeds 24% 
YS See seek rian 5714 
OS EIS rene 2 

Se re Seer 22% 


Rails 

1936 
Low  Hish Low 
35% 88% 59 
19% 49 215 
7% 261% 15% 
8% 16 10% 
ue 
¥, 3 2% 
1 44 HY 
la, 3 1} 
23% 54%, 36% 
1 144% 





45% 
16% 


High 
944%, 
55% 


40% 
171 


68%, 
181, 
%, 


583% 
24% 


111%4 
43 


1937 


Low 
ah 


11% 
3h 


1% 
2 


32% 
13% 


73 
27'f 


New Work Stock Exchange 





47, 


221, 


34% 


95 
+4 
26% 


117%, 


2% 


hort 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








2.80 












$5.00 


$.50 


2.00 


6.00 


++ 


: pES ES at sot, 
BSRrezssssesess 


$+ te+ 
Saal dl 
~ 
so 


a 
Site erws 


> Sebsssset 

















+: 
eS: 





= 





8 








» Bdy 


: SSS 












soeororer2re 


yin tatatatatatatatAate 


a 










61/4 
31 


5% 
ive 
y 


Ve 


yi 
5, fy 
Ve 


"% 


le 


wwe eee we eos 


STREET 















B "High 

Borden Co. . Smee eee 585 

MS a8 atitos Sobek <isLate 
| port DE is a v-dietae bes saw dines 17} 
piggs Mig... 2-22. ce csvcccrccces 55 i 
Boottva- Mecstation IE s03 beb.seies 46 i 
iy rie. 2 

Oe 
Byers & Co. (A. 
Heel . 

ME WUD oes 5. 5.65)4. 30.05 2.0040 <0 6% 
Conada Dry Ginger Alle. 2.0... .ccccce $¥ 
RUN eR eee e vices divans 111% 
Caterpillar Se eer reer 60 
CE MEOND S Aciacci sible wis oad 0ccere's 25% 
Certo de Pasco Copper............... 6538 
SSRI ee ae 
DEMME SiS: d ie sca cis aa'dies awasees 
Coca-Cola Co........ 


Columbian Carbon. . 
Colum. Gas & Elec. 
Commercial Credit. . 
Comm. Inv. Trust... . 
Commercial Solvents ae 























Com 3 
Consolidated Edison Co.............. 34%, 
ee oh ge ola Ss On easels 1214 
I AMD oc 5.441555 o 6.0 52 0's s.0:55in oe 23%, 
Continental Baking, A................ 11 vA 
RII 550 Se Ss an1k.0.4-6 0G eieis 991%, 
SO eee 35 
Com Products Refining. .............. 783/ 
IR eRe a, SG Jeb e's a ensel cova 2734 
LENE i 48% 
| a ee 453 
Curtiss Wright, A........... «ve 
D 
IES Lane pe 58%, 
Distillers a INO oss vs vce 38% 
Ne es gaia d's owicnees 44 yA 
re er eee 583 
Du Pont de Nemours........ wee eee 1464 
E 
DR MOUAR ooo. co sce ca cacewss 17214 
SE PAID CINE coccctdo se cceceaes 38%, 
Seer rower GMI... céccscccccceen «OUR 
F 
Oy SOA 391% 
Firestone Tire & Rubber............... ry. 
First National Stores.................- 58% 
ee eee 30 
ee eee 30% 
G 
General Amer. ee ee ere 48) 
General Baking. . oa 
General Electric. . 40 
General Foods. . - aa 
General Motors.......... i. 
General Railway Signal............... 41%, 
Gen. Realty & Utility....... Igy hagraty 3% 
cual CE ee 33 14 
RCo se GAG soc 0 v's dbw's 6s 49 
Goodrich oS. | ee 14} 
Goodyear Tire & Rubber.............. 26% 
H 
SS UNOEMENGs 6 5.06 o.0iccs0 5 cacnses 22 
Hercules Powder . .. 9 
OS eae << ae 
Hudson Motor Car................... 17% 
1 
OE ee 363 
Inspiration Copper...............---- 8 
Interborough Rapid Transit............ 23%. 
Inter. Business Machines.............- 190) 
eee 65% 
Inter. | Ree 41%, 
os en nee 14 
J 
Johns-Manville........... ... 99% 
K 
Kennecott Copper.......... ..... 30% 
L 
Lambert........ cee Oe, 281, 
Lehman Corp. . 95%, 
Libbey-Owem-Ford................. 49%, 
Liggett & Myers Teb., Be lope ctease se 122 
Loew's, Inc. . oe aE Soe ee ee 55%, 
litee Star Geateil.... 05. ...s200c0eeee 36% 
ROTEL: ones ca ceiscs ss ere. 
Mack Truck. . 30%, 
|| ES are 571 
Marshall oe Si. v ee ad ve bewia® 144%, 
MEE Db 5 de e.n's o 60.836 5.404 00 cacy 
Mathieson Alkali........--...------- 33% 
Melntyre Porcupine. . NG cis akaisic ein 
McKeesport Tin Plate. pica cca 131 
McKesson & Robbins. . ee 


Mesta Machine...................... 42% 
Minn. Honeywell. ...... pedae yesy a ats 


SEPTEMBER 11, 1937 


1935 


Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


1937 
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39% 


Ti 
17% 


5 
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What's head 


FOR THESE 


STOCKS? 


Inter. Tel. Anaconda 
Timken Detroit Goodrich 
Goodyear U.S. Rubber 
Addressograph Nat. Cash Reg. 
Remington Rand Gen. Am. Trans. 
Timken Rol. Brg. Mack Trucks 
Youngstown S&T Pitts. Screw & Bolt 
Walworth Armstrong Cork 
Underwood, Elliott, Fisher 


‘TIMELY comment and ad- 


vice on the above active 
stocks, based upon the opinions 
of leading financial authorities, 
is contained in the UNITED 
Opinion Bulletin. 
Send for Bulletin W.S. 70 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A re Boston, Mass. 











Odd Lots—100 Share Lots 


By purchasing a diversified list of well 
seasoned securities you improve your in- 
vestment position and increase the mar- 


| of safety 
e give the same courteous and pains- 
taking attention to ‘‘Odd Lots’’ as to 
**Pull Lots.’ 
Send for our booklet “Odd Lot Trading.” 
Ask tor M.W. 803 


John Muir&(G 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 




















(OriMERCIAL Jevestent JRusT 
CORPORATION 


Convertible Preference Stock, 

$4.25 Series of 1935, Dividend 
A regular quarterly dividend ot $1.00% on the 
Convertible Preference Stock, $425 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable October 1, 1937, to stockholders of 
record at the ciose of business on September 10, 
1937. The transter books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 

A regular quarterly dividend ot $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable October 1, 1937, to 
stockholders of record at the close ot business 
September 10, 1937. The transter books will not 
close Checks will be mailed. 

JOHN |. SNYDER, Treasurer 
August 26 1937. 

















How Long 
Prosperity ? 


Business men and _ investors 
must watch the details of the 
present development. 


Write for complimentary copy 
of our graphic chart, “Get 
your share of prosperity — it 
has started!’ 


In This Chart 


you see every prosperity period 
and every depression period 
during the past eighty years. 
it helps you to form your busi- 
ness and investment outlook. 


For Complimentary 
Copy Mail Coupon 


BES ie ee meee 
Babson’s Reports 
iv.28-77, Babson Park, Mass. ( 


Div. 28-77 
i Send complimentary copy of 
your chart (no obligation). 


E Name Pein es ie 


Address 


L.. Babson’s al 
Reports 








DIVIDEND NOTICES 





New York 





Stock Exchange 


Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 





























UNION CARBIDE 
AND CARBON 


CORPORATION 
v 


A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable October 1, 1937, to 
stockholders of record at the close of 
business September 3, 1937. 


ROBERT W. WHITE, Treasurer 








The Bell cure Company of Gunute 





NOTICE oF piv IDEND 
~ * * 

A dividend of two per cent (2%) has been 
declared payable on the 15th day of October, 
1937, to shareholders of record at the close of 
business on the 23rd of September, 1937. 


F. G. Webber, Secretary. 


Montreal, August 25, 1937. 





ANACONDA COPPER MINING CO. 
25 Broadway 
New York, August 26, 1937. 
DIVIDEND NO. 119 
The Board of Directors of the Anaconda Cop- 
per Mining Company has declared a dividend of 
Fifty Cents (50c) per share upon its Capital 
Stock of the par value of $50 per share, pay- 
able September 27th, 1937, to holders of such 
shares of record at the close of business at 3 
o'clock M., on September 7th, 
D. B. HENNESSY, Secretary. 
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1935 1936 1937 Last Div'd 
= 5 SS ee ee 
M High Low High Low High Low 8/31/37 Share 
Minn. Moline Power................. 715; 3% 124 6% 161, 11 12% sa 
Monsanto Chemical.................. 943%, 55 103 79 107% 85 104% 11.50 
Mont. Ward & Co................... 40), 21%, 68 3534 69 48 60 *2.00 
aE anaes 213g 4%, 22% 14 20%, 101 11% 
Nash Kelvinator. . ees a Sie’ Mapas Bodie a ee 245 161% 17% 1. 
National Biscuit............... -.+. 36% 22%, 38%, 28%, 33% 22%, 26%, r4 
National Cash Register................ 23% 13) 32% 21% 38% 29%, 32% L.75 
National oS eee a 12% 238%, 21 261 1814 191 1.20 
National Distillers.................... 344 231% 33% 255% 35 Hy, 2% 2.00 
| | LSS jee Sa eee ee AAS 52 +t a 2634 44 303 35% .50 
National Power & Light. . .... 14% 47 14), 9% 143%, 8% 101/ .60 
doin 4 i ae 83%, 403 78 57% 99% 70 92% 1.95 
Y. Air Brake 361% 181% 83 3214 981 64 65% 3.50 
Newport Industries................... 10% 43 40 9 41%, 28 323%, 1.95 
American....... Sees ep Pe 8 9 351% 23% 34% 21 243, 1.90 
North Amer. Aviation............... 73% 2 14, 6% 173 9% 102 
(e) 
Ohio Oil...... Sere Ceres se 14%, 9, 18 121% 22%, 171/ 183 t.50 
ee ee 17% 4% 20% 12% 24% 14% 18% 
P 
Pacific Gas & Electric................. 315 131% 41 30%, 38 281 303 2. 
Packard Motor Car................... 7 31% 133% 6% 1234 + +4 i. 
Paramount Pictures................... 8 5 7% 2834 16% 2134 oe 
TEED se. ccancsaccvvctec 57%, 112% 69 10334 85 973%, 13.00 
Lol) RRR eee 1234 56%, 25% 59%, 463%, 11.25 
Phillips Petroleum. . 13% 52% 38, 4 49% 5834 *2.00 
Procter & Gamble. . 42% 56 40%, 6512 5% 58% *2.00 
Public Service of N. : 2034 501 39 523%, 36% 39%, 2.60 
ES RS SSeS eae 29% 6942 36% 721f, 0 50% 1.50 
| SERS as GIS a ae 542 244 16 243 6% 19 a 
R 
Radio Corp. of America.............. 13% 14%, 9%, 12%, Ty, 113% he 
Radio-Keith-Orpheum................ 6 1%, 10% 5 101, 644 8, 6 
SS or 20% 25 we 291/ 21 25 11.05 
OE ES eee 20 vf, 29%, 16% 47, 274 3414 Bap 
Reynolds (R. J.) Tob. Cl. B............ 585% 4314 601% 50 58 49 513%, 3.00 
Co, Saar se 46 31% 49% 27 1 33% 2.00 
Schenley Distillers................... 56%, 22 55% 37% 5134 385 1 3.00 
ON OS SS arr ee 69%; 31 10114 59%, 98%, 81 9114 3.00 
2S ) Seer eee 12%, 1% 19%, 11%, 17%, 12 133; -60 
Ne oe cn skscane 16) 5%; 28%, 143 34%, 241% 25% 1.50 
Socony-Vacuum Corp................ 153%, 10 % 171 121% 23% 16%, 20% t.50 
Nc Ne ccs wuipis 108s Gs bee 84 43% 1141 3 2834 191% 23 .75 
St — i 5 Re se ee 191/ 12%, 181 1434 161% 111 115% -80 
St ES a ee 9% 1} 9 UA 5% 143 8 cece 
St Si & A ee 414 273%, 47% 35 50 39% 43¥, *1.00 
St ) (er 333 23%, 48) 32% 50 40% *1.00 
Sana KON ON. 5... 00... 000000 52 355% 70 51% 76 63% 65% *1.00 
Stewart-Warner. . 18 6 24) 1614 21 16% 17 1.25 
245 301 14% 335% 17 21 oe 
2% 15% 9% 20 12 131% 
ME errs ico cass 45 Laine wb 3014 16} 5514 28% 65% 50: 581 2.00 
ee eee 3634 283, 443 33 33% 3734 + *2.00 
Texas Pacific Coal & Oil.............. 9% 3% 15% 7 165% 113% 12% -40 
Tide Water Assoc. Oil.............2. 15% 7% «11% 14H 1S 1914 *1.00 
Timken Detroit Axle................. 131 4%, 27% 124% 28% 17%, 24% 1.50 
Twentieth Century-Fox................ 24% 13 3854 2214 4072 303%, 36 11.00 
U 
Underwood-Elliott-Fisher.............. 87%, 53% 102% 714%, 100% 73 89, 5.25 
inion Catbide & Cetbon.............. 15%, 105% 71% 111 5 98 13.20 
ee eee 24 14%, 281% 20%, 281%, 22% 24%, {.85 
ES ic oe cies cis SSSR ae 3034 Vg 32%; 2052 351% 2314 267 t.50 
unGiien..............0000c 78 46. 96% 68 1 5 97% «3.20 
United Corp en ck en ™%, 1} 9% 53% 81% 4 4 oo 
60} 87 661 86%, 71 71% 3.00 
9% 4 1414 7 11 12 te 1.00 
40) 1251, one 137 103% 108 2.00 
351 59 31%4 43% 28 33 es 
144%, 63%; 21% 724%, 44% 49% 3.00 
9%, 493 163 723% 44%, 54% s 
91%, 103%, 72% 105 78 86 $6.00 
271% 79% 467, 1261 75 108% cee 
73% 154%, 115% 150 126% 128 Ye 7.00 
1 7 3% 4% 1% 13% vee 
RII ieee a Cnet og cine ae we 21%, 11% 30% 16% 3934 2414 30%, 
Ww 
Ces ae me nae a 12% 51% 18%, 11% 14%, wees 
Warner Brothers Pictures.............. 10%, 2%, 18 9% 18 1114 4 nie 
Western Union Tel................... 171%, 20% 7 72% 8314 411% 461 3.00 
Westinghouse Air Brake.............. 3534 18 50) 3434, 5734 38 40 1.00 
Westinghouse Elec. & Mfg............ 983, 325% 15314 94) 167%, 13014 145 $3.00 
EN NESS. 5. c5p Sess chee mos eavewee 9% 3 1 6% 121% 8h 9 50 
SS Se eae aa eee 651% 1 71 444%, 65%, 43%, 45% 2.40 
Worthington Pump & Mach........... 25% 11%, 36% 2314 47 30% 38 oe 
Y 
Yellow Tr. & Coach, B................ 9% 256 23% 8%, 373 201% 21% opts 
Youngstown Sh. & Tube.............. 47'f 87%, 41% sorte 74%, 8644 {2.50 
Zz 
NIN oo Sos oS Sco secewase 14%, 1%4 4254 111% 43%, 30 42% {1.50 


t Paid last year. 
b Cash or stock. 


* Not including extras. 


this year. 






When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


t Paid this year. a Accumulated dividend paid or declared 
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(Continued from page 661) 


exchanges for new securities are 
provided. The $10,436,000 consoli- 
dated mortgage holders are offered 
an option to exchange each $1,000 
par value of old bonds held for 80 
shares of new common, or for an 
equal par value of a new convertible 
6 per cent refunding bond issue. 
Since the present value of the 80 
share block of new common would 
be worth $1,760 (for each $1,000 
bond) it appears likely that this 
option will be elected by most of 
the holders of the old consolidated 
mortgage. 

Holders of the old 7 per cent pre- 
ferred stock are offered three shares 
of new common and a warrant en- 
tiling them to buy two new com- 
mon at $15 a share for each share 
of preferred held. Common holders 
get one new common share and two 
similar warrants for each ten shares 
held. Assuming complete exchange 
by consolidated mortgage, preferred 
and common stockholders plus the 
ultimate exercise of stock purchase 
warrants, there would be approxi- 
mately 2,100,000 shares of new com- 
mon outstanding. Formerly there 
were about 1,100,000 shares of com- 
mon outstanding, not including 
shares held in the treasury of the 
company. 

For this maximum 
equity dilution, there are numerous 
offsetting tangible advantages over 
and above the intangible benefits of 
lifting the bankruptcy and starting 
off in a highly promising business 
era with creditors satisfied and new 
capital provided. The most impor- 
tant of these tangible financial ben- 
efits include elimination of over 
$10,000,000 debt and $28,000,000 
preferred charges, represented by 
par value plus accumulated divi- 
dend arrearages. The maximum 
common capitalization mentioned 
above presumed exercise of war- 
rants that would bring close to 
additional cash _re- 
sources into the treasury of the 
company. Allowing 5 per cent in- 
terest on the “new money” plus 
savings in interest charges and pre- 
ferred dividends on the securities 
eliminated from the former set-up, 


amount of 
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demonstrated. 





Appliance 
Ranges 
Refrigerators 
Water Heaters 








One of a Series—"A Five-Year Record “ 


BRINGING ELECTRICITY DOWN TO EARTH 


It's one thing to have electricity all around you, and 
quite another to bring it down to earth, as Franklin 


By showing its 1,144,000 domestic customers how to 
make practical use of their utility services, the Associ- 
ated System helps them to easier and healthier lives. 

It cooperates with local dealers to encourage the 
use of appliances which enable customers to enjoy 
automatic hot water, refrigeration, and cooking, good 
light, and other modern utility services. 


APPLIANCES BOUGHT 1932-1936 


By Associated Customers 


Electric Gas 
32,418 66,700 

206,879 9,400 
10,053 33,516 


ASSOCIATED GAS & ELECTRIC SYSTEM 
































an indicated capital savings of 
$2,525,000 a year can be calculated 
—a sum equal to approximately 
$1.20 a share on the maximum num- 
ber of shares to be issued under the 
plan. 

Under the old set-up in 1930, 
when the company handled a bus'- 
ness volume of around $50,000,000 
and realized earnings available for 
interest charges of round $4,200,000, 
the balance remaining for common 
stock was equal to $1.94 a share. 
Under the present set-up, with first 
half sales volume running not far 
under the 1930 level, if earnings 
available for interest charges ran as 
high as in 1930, the balance avail- 
able for the enlarged common stock 
would be $1.98 a share. 

All of the above calculations are 
based on the presumption that each 
class of security holder will turn in 
his certificates under the terms of 
the plan and exercise their warrants. 
In the case of common and _ pre- 
ferred stockholders, the exchange is 
virtually mandatory, since the plan 
has been approved by the court and 
awaits only perfunctory setting of 
the date when the reorganization 
formally becomes effective. Ulti- 








mate exercise of the warrants ap- 
pears likely; the privilege already 
has an immediate conversion value. 
Bondholders will have a period of 
sixty days after the effective date 
has been fixed in which to elect an 
exchange for new bonds or new com- 
mon stock. For those who elect the 
new bonds, the conversion feature 
of the bonds would ultimately rep- 
resent less dilution of common than 
the above calculations presume. 

At this writing trading in the new 
common stock has_ been provided 
for on the New York Stock Ex- 
change on a “when issued” basis. 
The current quotation of 22 prob- 
ably makes full allowance for the 
arger supply of common stock that 
will be available when the new se- 
curities are ready and trading is on 
the regular basis. Some real liqui- 
dation might have to be absorbed 
from banks and other strictly in- 
vestment accounts who take new 
common in exchange for their hold- 
ings of consolidated mortgage bonds. 
This phase will only be temporary, 
however, and looking ahead over a 
longer term, the new common is re- 
garded as having attractive specu- 
lative possibilities. 
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Answers to Inquiries 





(Continued from Page 676) 


steps looking toward dividend dec- 
larations. There remain as _ yet 
some arrearages on the old 6% pre- 
ferred stock to be cleared before 
such action on the common can be 
considered, but this should not prove 
an insurmountable obstacle. 


Mathieson Alkali Works, Inc. 


I am told that Mathieson Alkali may 
show as much as 50% improvement in earn- 
ings this year, yet I am just about even on 
50 shares of its common bought in 1936. 
Is substantial market improvement in order? 
—H. H. S., Syracuse, N. Y. 


It is not impossible that Mathie- 
son Alkali will be able to show a 
50% increase in earnings in 1937 
over 1936, notwithstanding a steady 
uptrend for the past several years. 
The net reported for the first half 
of this year was very nearly 39% 
higher than the net for the first 
half of last year. The operations 
of the company extend back 44 
years and it must be conceded a 
place among the leaders, well en- 
trenched in the industry of which 
il is a part. It has had a rather 
remarkable record for earnings sta- 
bility, even taking into account the 
depression years. Without inter- 
ruption, dividends have been paid 
on the common stock for the past 
eleven years, the annual average 
over the past ten-year period hav- 
ing been $1,000,000 approximately. 
Annual average net earnings avail- 
able for common dividends have 
been close to $1,400,000. If we capi- 
talize present earning power, after 
allowing for regular preferred divi- 
dend requirements, we find that at 
present quotations for the stock, the 
market appraises the common 
stockholders’ equity on a 6% basis. 
This is not unreasonable, consider- 
ing the strongly entrenched position 
of the company and its splendid 
record. As a leader in the produc- 
tion of alkalis, no fewer industries 
than the manufacture of glass, 
soap, rayon and textile, paper, the 
chemical industry itself and the oil 
industries all contribute to the sales 
volume of this company. There are, 
of course, elements of uncertainty 
common to all industrial] enterprises, 
but it is not to be denied that the 
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earnings of Mathieson are closely 
interwoven with the fabric which 
constitutes general industrial ac- 
tivity and public prosperity as a 
whole. Unless, therefore, one is 
pessimistic in his attitude toward 
the general trend in industry at this 
time, one must concede the prob- 
ability of continued uptrend in the 
sales volume of this company. There 
is, of course, to be considered the 
current trend toward higher operat- 
ing expenses and costs, but in this 
respect, comparatively speaking, 
Mathieson Alkali would seem to be 
in a favorable position, since like the 
other heavy chemical companies, 
labor does not constitute such an 
important problem, and raw mate- 
rials required by this company, con- 
sisting chiefly of salt, limestone and 
fuels (for power) are not by any 
means the most sensitive to price 
changes. We would consider the 
shares of this company desirable 
property, and while they do not often 
exhibit wide price changes in the 
market, they do nevertheless, at 
existing price levels, hold potential 
profit possibilities over the longer 
term. 





B. F. Goodrich Co. 


I am somewhat mystified when B. F. 
Goodrich Co. is making such an excellent 
showing, yet its stock is midway between 
the low and high for the year. I will appre- 
ciate your explanation, also if you consider it 
still attractive—J. W. R., Boston, Mass. 


We do regard B. F. Goodrich 
shares at existing price levels favor- 
ably. We think they present specu- 
lative opportunities. Quite possibly, 
the failure of the shares to exhibit 
greater strength marketwise follow- 
ing the publication of the report of 
operations for the first half of 1937, 
is due rather to the general sluggish- 
ness of the market than to any 
factors which bear directly on the 
operations of this company. That 
report, revealing share earnings at 
$1.90 on the common stock, and dis- 
closing the highest net sales figure 
in the history of the company, would 
have formed a basis for considerable 
activity in the shares, we believe, if 
the general market were more ac- 
tive, and if the public speculative in- 
terest were more widespread. This 
first half-year report to which we 
have referred demonstrates that 
Goodrich is keeping pace with the 
other three leading manufacturers 
of tires and tubes and mechanical 


rubber goods. Conditions at this 
time are favorable, both as to the 
prospect for a larger volume of busi- 
ness and the outlook for a satisfac. 
tory profit margin, which depends to 
a large extent on price stability. F¥- 
nancial status is strong, and with the 
favorable outlook for continued im- 
provement in earning power, we 
would rate the shares as specula- 
tively attractive at current quota- 
tions. 


National Cash Register Co. 


I have 150 shares of National Cash Regis- 
ter bought last year at 25. At this time] 
would be interested in knowing if further 
improvement lies ahead, and if you counsel 
continued holding—L. V. S., Kansas City, 
Mo. 

As compared with trends in gen- 
eral business activity, the sales vol- 
ume of National Cash Register Co. 
tends to record accelerated im- 
provement in good times but ap 
pears to lag more definitely in 
depression periods. The organiza- 
tion is geared to volume business 
because of its direct-to-purchaser 
method of distribution, which factor 
contributes to higher margins of 
profit in prosperous periods and 
quite narrow margins in slow years. 
Compare the sales volume of roughly 
$16,500,000 in 1932 with almost 
$43,000,000 in 1936 and a loss of 
approximately $3,400,000 against a 
profit of $2,865,000. Deficits were 
reported for 1932 and 1933 but since 
then profits have gained each year. 
Earnings in 1936 were equivalent to 
$1.76 per share. Approximately $1.28 
per share was reported for the initial 
half of the current year against 71 
cents per share in the correspond- 
ing period in 1936. The sole capi- 
talization consists of 1,628,000 shares 
of common stock. Due to the large 
proportion of the sales made on the 
installment plan, receivables had 
grown to $13,806,849 at the end of 
1936, and the company availed it- 
self of $3,250,000 of bank credit. 
The financial position of the com- 
pany is strong although the cash 
account is relatively lower, indicat- 
ing that the company may find it 
advisable in time to seek working 
capital through the sale of additional 
shares. The company supplies ap- 
proximately 90% of domestic re- 
quirements of cash registers and in 
addition manufactures an extensive 
line of adding-typewriter machines, 
accounting machines, credit and fil- 
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ing systems and office equipment. 
shout 41% of total sales in 1936 
piginated in foreign countries. In 
this country, replacement sales of 
ash registers account for about 
oe half of the company’s business. 
Abroad there is understood to be a 
large potential market for the com- 
pany’s products. Over the past 
twelve months, dividends aggregat- 
ing $1.3744 per share have been 
pid whereas earnings in the twelve 
months ended June 30, 1937, were 
equal to $2.28 a share. The out- 
look, in our opinion, provides suffi- 
cient inducement for retention of the 
shares in a well selected portfolio. 









American Chain & Cable Co., Ine. 


In view of the apparent excellent earnings 
of American Chain & Cable Co. I am rather 
disappointed in the stock’s failure to do bet- 
ter in the market. Do you believe that I 
should continue to hold 100 shares pur- 
chased at 317—C. T. V., Spokane, Wash. 


American Chain & Cable Co., Inc., 
is the largest producer of chains in 
the world, its products ranging from 
anti-skid tire chains to large anchor 
and specialized industrial chains of 
all types. In addition to its regular 
chain line, the company manufac- 
tures a number of automobile ac- 
cessories, including such items as 
bumpers, upholsiery springs, jacks, 
hoists, ete., while wire nails, razors 
and razor blades and machine shop 
equipment further diversify activi- 
ties. The spectacular earnings re- 
covery registered by the company 
since 1933 has been due in no small 
measure, however, to heavy de- 
mands from the automotive indus- 
try, although general line industrial 
business has also contributed. Late 
in 1936 the company retired its out- 
standing 7% preferred stock on 
which there were previously unpaid 
accumulated dividends and _ issued 
in exchange a new 5% convertible 
preferred which at the close of the 
year was outstanding in the amount 
of 109,803 shares. This stock is con- 
vertible into common stock (before 
the three-for-one split) at $66.66 2/3 
per share on or before September 
15, 1939, and at increasing figures 
to September 15, 1946. Since the 
common stock was split three-for- 
one early this year, the convertible 
preferred may now be exchanged for 
approximately 4.5 shares of common 
for each share of preferred. The 
earnings report of the company for 
the six months ended June 30, 1937, 
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revealed a net income equal, after 
5% convertible preferred require- 
ments, to $1.83 a share on 924,362 
shares of common, a considerable 
improvement over a year earlier. 
Indications are that earnings this 
year will approach $3.50 a share, or 
well above the $3.15 a year before. 
It, therefore, appears probable that 
distributions to holders of the com- 
mon stock will make it profitable 
for holders of the convertible pre- 
ferred to exercise their conversion 
privilege. Of course, this would 
would mean quite an increase in 
common stock outstanding, with a 
corresponding effect upon per share 
earning power. This factor may 
operate as a brake on the stock’s 
market action, but with earnings 
prospects continuing favorable, we 
believe that the stock offers specu- 
lative possibilities over the longer 
term, at least. On that basis, hold- 
ings may well be left intact. 


Phelps Dodge Corp. 


I have been advised to buy Phelps Dodge 
as a@ promising semi-investment opportunity, 
and was told it should earn $4 per share 
this year, against $1.65 last year. I notice 
though that the stock is selling rather high, 
and I would like to have your advice before 
acting, since it has been most helpful in the 
past—S. M. R., Chicago, Ill. 


Report of Phelps Dodge Corp. 
for the six months to June 30, 1937, 
revealed earnings of $1.40 a share 
on the 5,071,240 shares of common 
stock, against 92 cents a year be- 
fore. While copper prices advanced 
spectacularly to 17 cents a pound 
early in the year and have since 
dropped around 3 cents a pound, 
the practice of the industry to con- 
tract sales several months ahead 
suggests that little business was 
done at the highest figure. Never- 
theless, sales during the first half- 
year doubtless were consummated 
at a price well above the level which 
prevailed a year before. Volume 
business has held up well and the 
second half-year should result in 
better average selling prices than in 
the first half of the year. Accord- 
ingly, earnings of around $4 a 
share on the stock this year appear 
a reasonable expectation if the in- 
dustrial situation generally con- 
tinues favorable, as is anticipated. 
Phelps Dodge is engaged in both the 
mining and fabricating divisions of 
the industry and while it is smaller 
in size than either Anaconda or 
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THE TEXAS CORPORATION 


A dividend of two per cent (2%) or 50¢ 
per share, on the par value of the shares 
of The Texas Corporation has been de- 
clared this day, payable on October 1, 
1937,to stockholders of record as shown 
by the books of the corporation at the 
close of business on September 10, 193'7. 
Thestock transfer books will remain open. 
C. E. Woonsrince 
Treasurer 








140rn Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 





July 23, 1937 











McKeesport Tin Plate 
Corporation 


The Board of Directors has declared 
a dividend of Fifty cents (50c) per 
share onthe Common Stock, payable 


October 1, 1937, to stockholders of 
record September 15, 1937. 


C. A. KINKAID, Secretary 
September 1, 1937. 
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By carrying its analyses of business 
and industry further than other pub- 
lications—down to the dollars and 
cents value of their securities—THE 
MacaziIneE OF WALL Street reaches 
deep into the real interests of 
Businessmen. 

Doing so, it provides a superb me- 
dium for the advertising message of 
many a company. 

Is yours among them? 
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Kennecott, it nevertheless is in a 
position to give a good account of 
itself in any sustained recovery of 
the industry such as is currently in 
progress. We do not feel that pres- 
ent prices of around 45 are ex- 
cessive for a stock of this calibre 
and one having such excellent possi- 
bities over the long term. Another 
factor which should be taken into 
consideration in appraising the is- 
sue’s position is the fact that pre- 
ceding the common stock there are 
only $20,285,000 314% convertible 
debentures, which means that the 
common is in a position to share 
liberally in earnings. The debentures 
are convertible at 50, but even if 
fully converted would dilute the 
common share equity only approxi- 
mately 8%. The common stock, in 
our judgment, may well be acquired 
during reactionary periods in the 
general list, with a view to dividend 
and enhancement possibilities. 





Warner Bros. Pictures, Inc. 


I have 100 shares of Warner Brothers 
bought at 10% and I am undecided whether 
to continue holding or to take my profit. 
I am, therefore, writing to inquire if you 
believe this would be wise or whether you 
believe the stock can soon again touch its 
1937 highs?—H]. B. C., St. Louis, Mo. 

In view of the improvement oc- 
curring in box office receipts 
throughout the motion picture in- 
dustry and the generally favorable 
outlook for the fall and winter 
months, we frankly believe that you 
should maintain your long position 
in Warner Bros. Pictures, despite 
the appreciation already enjoyed. 
-The report of the company for the 
thirteen weeks ended May 29, 1937, 
indicated a net profit of $1,520,643, 
equal, after regular preferred re- 
quirements, to 38 cents a share on 
the 3,701,090 shares of common 
stock, against $578,527, or 12 cents 
a common share in the like 1936 in- 
terval. In addition to its large mo- 
tion picture production facilities, 
the company operates an extensive 
theatre chain. Although operating 
costs may tend higher, it is felt that 
greater consumer purchasing power, 
generally shorter working hours and 
better grade pictures will enable the 
company to further improve its 
earnings position. Finances of the 
company have been improved some- 
what, but production expenses are 
such as to indicate the desirability 
of additional working capital. Fur- 
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thermore, the company has a ma- 
turity of some $30,700,000 in de- 
benture 6’s falling due on September 
1, 1939. Given a realization of the 
indicated earnings improvement, 
however, the company should find 
no difficulty in consummating a re- 
capitalization plan designed to take 
care of maturing obligations and 
possibly refund others at a lower 
interest rate. In addition, there is 
the matter of preferred dividend 
arrears to be cleared up before com- 
mon stockholders can share in earn- 
ings, but this also would be facili- 
tated by further earnings betterment. 





Is Business Over or Under 
Stocked? 





(Continued from page 645) 


stocks of tires at the beginning of 
this year in anticipation of labor 
trouble, so was coal accumulated for 
fear that there would be a curtail- 
ment of production on the expiration 
of the wage agreements on April 1. 
Although somewhat down from their 
highs, stocks of bituminous coal 
today are equal to some 42 days’ 
supply, compared with only some 31 
days’ supply a year ago. 
Admitting the existence of ex- 
ceptions, let us consider the point 
established that the present differs 
from 1933 in that raw material in- 
ventories generally are in a much 
more favorable position today. 
Does this then rule out all compari- 
son between the present situation 
and that which occurred during our 
first year of recovery? It would do 
so unless one takes the line that 
(1) the business recession in 1933 
was brought about by excessive 
stocks of manufactured goods only, 
and (2) there exists today a similar 
excess of stocks. The argument 
has a certain appeal, but the bal- 
ance of the evidence impeaches the 
premise. In the first place, the huge 
stocks of raw materials that were 
lying piled up in 1933 hardly could 
have failed to influence the situa- 
tion. When the hysteria which fol- 
lowed our first experiments in mone- 
tary tinkerings and our first foray 
into a managed economy had worn 
off, it would seem that these stocks 
must certainly have acted to de- 
press prices and as a deterrent to 
increased production. In the second 
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place, it is not as yet firmly estgp. 
lished that inventories of manufa. 
tured goods are indeed excessive 
today. 

We have seen that stocks of ce. 
tain textiles, shoes and certain othe 
goods are on the heavy side, but jt 
is a long jump from here to the con. 
clusion that business is over-stocked 
as it was over-stocked in 1933, ] 
is the hardest thing in the world to 
obtain conclusive and comprehen. 
sive information on the condition 
of manufactured goods inventories 
but without accepting it as the final 
word let us see what the United 
States Department of Commerce 
has to say on the subject. The 
Department’s latest index is for 
June and it stands at 107.8, a figure 
which compares with a low of 1003 
established in July, last year, anda 
recent high of 108.4 for January, 
1937. The gain from April to June 
has been a modest one and there is 
nothing to indicate that July and 
August have been months of marked 
increase. Hence, there is nothing 
here to indicate an alarmingly top- 
heavy inventory condition. 

The examination of a large num- 
ber of balance sheets, issued as of 
June 30, this year, supports this 
conclusion. All service companies 
and most of those producing ma- 
chinery and heavy goods are not, of 
course, germane to this discussion. 
When manufacturers of railroad 
equipment, steam turbines or the 
like report higher inventories, it 
merely means that they have that 
much more work in _ process for 
which they hold signed contracts. 

With such companies eliminated, 
the principal groups left are manu- 
facturers of light consumers’ goods 
and the various divisions of retail 
trade. Here we find for the most 
part that inventories have increased 
in dollar values, but that after allow- 
ance has been made for increased 
prices, the increase in the physical 
volume of stocks on hand is not 
forbidding as a general rule. Indeed, 
to the layman it looks as if a con- 
siderable number of companies 
could easily account for the physical 
increase by the gain in their volume 
of business—not all, but a consid- 
erable number. 

The attitude of the consuming 
public this fall will be the key to the 
situation. One can justify the pos- 
tion that, while there has been some 
increase in stocks of manufactured 
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goods, it is not in itself alarming 
provided no outside influence de- 
velops to upset what would be the 
normal buying habits of the coun- 


try. Purchasing power generally is 
good: we know that farmers and all 
who depend upon them are going to 
have more money to spend this fall 
than in years. It would seem, there- 
fore, that bar a more serious war 
than any now taking place, a wide- 
spread railroad strike or any un- 
toward happening of a like nature, 
business will prove to be under- 
stocked and any slight signs that 
exist today that inventories are too 
heavy will be forgotten in the re- 
sumption of the recovery movement. 





















The Business of Climate 
Making 
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use—that is afforded by such things 
as automobiles, refrigerators, wash- 
ers, radios, etc. 

Although relatively small at 
present, the most practical ap- 
proach to air conditioning in the 
residential field lies in air condi- 
tioned heating systems in new struc- 
tures. These systems, fired usually 
by either oil or gas, consist of 
furnace, humidifying apparatus, 
filter, paddlewheel fan for forced 
circulation of the air, the necessary 
ducts and automatic control appa- 
ratus. As the present writer can 
testify from several years’ use of 
one such system, initial and operat- 
ing costs — including depreciation 
and service —are not unreasonably 
out of line with costs of older type 
systems, considering superior per- 
formance. These winter air condi- 
tioning systems have a utility, ex- 
cepting in the far south and in south- 
ern California, during eight months 
of the year, against a possible total 
of, say, twenty to thirty days of 
summer heat so high as to make one 
crave artificial cooling. 

This type of partial home air con- 
ditioning has the great added ad- 
vantage of constituting an essential 
and not unduly expensive founda- 
tion for later complete air condition- 
ing, when and if the cost of cooling 
and dehumidifying apparatus is low- 
ered sufficiently to justify the addi- 
tion. As need hardly be said, a 
number of companies making winter 
air conditioning systems—as well as 


some companies making both this 
type of equipment and unit coolers 
—are engaged in research work look- 
ing toward production of better and 
cheaper central systems. 

At first glance, since the prin- 
ciples and materials of air condition- 
ing have been well known for more 
than thirty years, it may seem sur- 
prising that only within the past 
several years has dynamic growth of 
the industry got under way. Two 
things, chiefly, have brought about 
this belated expansion. The first 
was the development, about 1931, 
of new and safer refrigerants; the 
second was public education in the 
desirability of air conditioning as 
increasingly demonstrated in recent 
years by its application to theaters, 
railroad cars and department stores. 
Every installation serving a large 
number of people—as in a theater or 
great department store—is the best 
advertising for air conditioning. 

In summary, as far ahead as can 
be seen now, the most promising 
markets are, in order, commercial, 
industrial and—a poor third—resi- 
dential. This brings us to neces- 
sarily brief consideration of the 
manufacturers in the field. The in- 
complete monthly statistics of the 
Department of Commerce cover 125 
manufacturers who have varying 
stakes in air conditioning, and it is 
to be doubted that this constitutes 
the full list. The majority of these 
do not manufacture complete units 
or systems, but merely one or more 
parts or materials. 

As heretofore stated, the only en- 
terprise founded wholly on air con- 
ditioning is Carrier Corporation, 
whose stock is now listed on the 
New York Stock Exchange. The 
York Ice Machinery Corporation, 
whose stock is dealt in over the 
counter, is now reported to derive 
more than half of its volume from 
air conditioning. The rest of the in- 
dustry is growing rapidly in com- 
petitive quality, but consists, on the 
one hand, of large manufacturing 
companies whose stake in air condi- 
tioning is small relative to their 
other interests; and, on the other 
hand, of numerous much smaller 
companies now partially engaged in 
manufacture of air conditioning 
equipment. 

Among the most important of the 
larger corporations aggressively 
seeking to exploit this new market 
are: General Motors (Frigidaire 
Division); Chrysler (Airtemp Divi- 


sion); General Electric; Westing- 
house Electric & Manufacturing: 
Borg Warner (Norge Division); 
Nash-Kelvinator (Kelvinator Diyj- 
sion); Servel; and American Radia- 
tor (Standard Air Conditioning 
Div. and Fox Furnace subsidiary) , 

Thus, a not at all easy dilemma 
faces the investor or speculator wish- 
ing to make a bet on the future of 
air conditioning. If he wishes to bet 
solely on air conditioning, divorced 
from any other field, there is only 
Carrier. This company has a good 
trade standing, but while it is an old 
concern, the present executive man- 
agement is new, it does not issue in- 
terim reports and its last annual 
report leaves considerable to be de- 
sired. This stock has had a major 
advance this year on reports—not 
subject to definite confirmation—of 
a sharp upturn in earning power. In 
size and financial position, the com- 
pany naturally is not to be classed 
with the larger enterprises named in 
the preceding paragraph. 

On the other hand, in taking a 
position in any of the large compan- 
ies named herein—with the excep- 
tion of American Radiator—one is 
betting far more on automobiles, or 
refrigerators, or electrical equip- 
ment, etc., than on air conditioning. 

Of the list, therefore, American 
Radiator would seem to_ possess 
merit from the point of view of one 
desiring a conservative stake in air 
conditioning, its major interest in 
construction certainly being more 
closely related to the market for air 
conditioning than are the motor or 
electrical equipment industries. The 
disadvantage here is large stock 
capitalization, lack of dynamic po- 
tentialities of expansion in per share 
earnings and relatively slow market 
movement. 

There are two smaller companies, 
however, both listed on the New 
York Stock Exchange, which would 
seem to offer a middle-of-the-road 
approach to a longer-range invest- 
ment or speculative stake in the 
future of air conditioning. These 
are Minneapolis - Honeywell and 
Holland Furnace. Both are sea- 
soned companies. Financial posi- 
tion of each is satisfactory. Aggres- 
sive product development during the 
depression years has enabled Minne- 
apolis-Honeywell to run far ahead 
of the recovery in building and to 
show record high earnings. Its 
complete line of automatic tempera- 
ture regulating devices will permit 
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ito profit both from future expan- 
gn of construction, including 
godernization of existing structures, 
yd from growth of air conditioning. 
Holland Furnace, leading maker 
{warm air heating systems, has one 
tot in the door of air conditioning 
jw. You have to have a warm air 
mace if you want eventually to 
jgve full air conditioning—and even 
{you never decide on full air con- 
jitioning you can make good use of 
the warm air furnace. Thus Hol- 
knd’s position would seem strategic, 
yith a double and direct bet on both 
onstruction and air conditioning. 
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that the election might be thrown 
into the House of Representatives, 
which has clearly revealed its anti- 
Roosevelt complex, and which will 
probably be even more hostile after 

1988 and 1940 purgings. 

Assuming that the President may 
be able to put across his man, 
aChief Executive thus chosen would 
face a Congress so full of personal 
and political blocs, of politically dis- 
appointed men, and so imbued with 
rsentment and recalcitrancy, that 
he would face fierce odds in effecting 
new reforms. The likelihood is that 
many laws propagated by the pres- 
ent Administration would be re- 
pealed or so curtailed through fail- 
ure to appropriate for their execu- 
tion that, to all practical purposes, 
they would fall into the legal ashcan. 
There would be four years of inef- 
fectual, irresponsible government 
from which the voters would recoil 
in disgust in both the 1942 and 1944 
elections. 

In order to anticipate the effect 
which any of these results would 
have upon business and industry, it 
is only necessary to recall the rec- 
ord of the recently adjourned ses- 
sion, which was controlled by the 
same forces that will oppose Mr. 
Roosevelt at the next presidential 
polling. The same factors will oper- 
ate even more intensely and effect- 
ively in the event of the sort of a 
political crackup here outlined, no 
matter what the outcome may be 
when the ballots are counted on 
election night. 
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The legislators defied Mr. Roose- 
velt from first to last, gaining more 
and more bravado as they discov- 
ered that he was not immortal. They 
repulsed executive attempts to con- 
trol the judiciary; they refused to 
empower Washington with domina- 
tion over such industrial problems 
as wages and hours; they showed 
more respect for states’ rights and 
boundaries; they exhibited a dis- 
tinct dislike for new farm and re- 
lief subsidies; they declined to lodge 
independent agencies dealing with 
tariffs, railroads, business practices 
and standards under the executive 
aegis; they killed such projects as 
Passamaquoddy and the Florida 
Ship Canal; they revolted against a 
power checkerboard similar to TVA; 
they demanded economy; they con- 
demned with biting words the Ad- 
ministration’s partiality to special 
labor interests. Business, big and 
little, emerged from the session in 
the political black. 

It would be fatuous for folk in 
Main Street or Wall Street to look 
for a return to the laissez-faire 
philosophy of the Harding-Coolidge 
era, and few intelligent people yearn 
for such a restoration. Numerous 
Rooseveltian reforms—Social Secur- 
ity, the Securities and Exchange 
Commission, federal aid to demon- 





strated needy, intelligent regulation 
of basic industries and commercial 
activities—will be preserved by 
whichever group of men sit in the 
seats of the political almighty. 

But there would be a tightening- 
up all along the official line, the in- 
stallation of more efficient adminis- 
trative machinery, and, most im- 
portant of all, a real attempt to in- 
troduce some order into the field of 
federal finances, taxation, expendi- 
tures. There would undoubtedly be 
more thoughtful handling of other 
people’s money —there would at 
least be the realization that it is 
other people’s money! 

To summarize: 1940 may signify 
much, much more than a sensible 
and fundamental redivision of politi- 
cal forces, personalities, philoso- 
phies. It should bring an end to 
the silly, sentimental hodge-podge 
of parties which has characterized 
American politics since Lincoln’s 
day. It should furnish a non-politi- 
cal “breathing spell” during which 
a harassed people, profiting from 
1929-1937 experiences, may recover 
more slowly, more sanely, more con- 
structively. At last the tired busi- 
ness man may be permitted to relax 
and enjoy the show instead of 
cavorting through the unwilling and 
unfair role of national villain! 
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Quotations as of Recent Date 


Bid Asked 
American Book Co. (4)............ 62 6412 
American Hardware (1)............ 31 323% 
Climax Molybdenum (1.20)........ 46%, 48%, 
Columbia Baking.................. 6 8 
Crowell Publishing Co. (3).......... 42 45 
Crowell Publishing Co. Pf. (7)....... 10814 as 
Dictaphone Co. (4)..............5. 68 71 
Draper Corp. (*5.40).............. 81 84 
BUI CME COINS dics ce sic ncscess 371% 3914 
National Casket (3)................ 46 50 
See] ) SARA area 20 25 
WOUMPEETNEDS 62h s sco ccs daceass 42% 44% 
Singer Mfg. Co. (*16)............. 314 320 
Trico Products (2.50).............. 4014 42, 
Wilcox & Gibbs (.50)............. 25 27 

PUBLIC UTILITIES 

Alabama Power Pfd. (7)........... 73 74 
Carolina Power & Light Pfd.(7)..... 71 93 
Central Maine Power Pfd. (6)....... 83 854 
Dallas Power & Light Pfd. (7)....... 112 115 


Jersey Central Pwr. & Lt. Pfd.(7).... 90 92 


Bid Asked 
Kansas Gas & Electric Pid. (7)....... 110 112 
Kings Co. Ltg. Pfd. (7) “A"........ 50 54 
Long Island Ltg. Pfd.(7)""A"...... 8014 82 
Metropolitan States Pwr. Pid. (6).... 36 40 
Nebraska Power Pld. (7)..........- 105 107 
New Orleans Public Serv. Pfd. (6)... 60 611% 
Nor. States Pwr. Pfd. (7)..........- 77 80 
Pacific Power & Light Pfd. (7)....... 64 66 
Tennessee Elec. Power Pfd. (6)...... 51%, 53% 
Tennessee Elec. Power Pfd. (7)...... 611% 63 
Texas Power & Light Pfd.(7)....... 99%, 101% 
Utica Gas & Elec. Pfd.(7)......... 8210 8414 


TELEPHONE & TELEGRAPH 


American Dist. Tel., N. J. (5)....... 110 113 
Empire & Bay State (4)............. 61 66 
Mountain States Tel. & Tel. (8)...... 137 1401, 
N. Y, Mutual (1.50).............- 24 ae 
Peninsular Telephone (1.60)........ 25%, 27%, 
South & Atl. (1.25)............... 20 24 
Southern New England Tel. (8)...... 16234 165 


* Includes extras. 












What's the Matter with 
These Stocks? 





(Continued from page 663) 
General Mills 


The chief complaint, if it may be 
called that, which may be lodged 
against the shares of General Mills 
is their obvious lack of speculative 
appeal, arising from the very narrow 
range of price fluctuation. Over the 
past twenty months the maximum 
range between the high and low has 
been less than 10 points. Certainly 
no fault may be found with the 
company’s earnings record, aside 
from the fact that they have been 
comparatively static. During the 
past four fiscal years, the company 
has earned on an average of $3.88 
a share on its stock. Dividends 
have been paid at the rate of $3 a 
share annually since 1929. 

General Mills is the nation’s 
largest flour miller, being about 
twice the size of its nearest com- 
petitor. In addition the company 
has successfully developed a line of 
trade-marked food products, in- 
cluding Wheaties, Bisquick, Softa- 
silk Cake Flour, Washburn’s Pan- 
cake Flour and Embo. Gold Medal 
is the company’s best-known brand 
of flour. Mills and distributing fa- 
cilities are strategically located in 
relation to sources of supplies and 
important consuming centers and 
the company is one of the largest 
advertisers in the country. 

For the fiscal year ended May 31, 
last, net sales totaled nearly $160,- 
000,000 as compared with $147,380,- 
000 in the previous year. Net profit 
in the most recent period amounted 
to $4,303,389, and was equal after 
preferred dividends and undistrib- 
uted profits tax to $4.46 a share on 
665,054 shares of common stock. In 
the 1936 fiscal period net of $3,602,- 
193 was equal to $3.40 a share for 
the common stock. 

Sales and earnings will doubtless 
record further moderate gains in 
response to enlarged public purchas- 
ing power, but hardly sufficient to 
justify quotations for the shares 
substantially in excess of prevailing 
levels around 61. The _ indicated 
price-earnings ratio of 14 to 1 is 
about in line with the standard mar- 
ket appraisal for this type of issue, 
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and probably the best that can be 
forecast marketwise is a gradual 
approach to the previous 1936 high 
of 70%. Affording a yield of around 
5%, on the other hand, the shares 
invite confidence as a conservative 
income-producing medium. 


Bohn Aluminum & Brass 


Bohn Aluminum & Brass Corp. 
manufactures steel and bronze 
backed motor crankshaft bearings, 
brass forgings, aluminum cylinder 
heads and aluminum pistons for 
the automobile industry. Among 
the company’s customers are in- 
cluded Packard, Nash, Cadillac and 
Graham. Formerly Bohn did a siz- 
able volume of business with Ford, 
but currently the latter’s 85 H.P. 
models are using a steel piston and 
cast iron cylinder head. Bohn still 
supplies a portion of the aluminum 
cylinder heads used on Ford’s Lin- 
coln and 60 H.P. models. In com- 
mon with other leading manufac- 
turers of automotive accessories and 
equipment, Bohn has sought to di- 
versify its products to include other 
industries and reduce its dependence 
upon a single field. Although con- 
siderable progress has been made in 
this direction, the company still re- 
lies on the automobile industry to 
supply upwards of 50 per cent of its 
total business volume. As such the 
company encounters strong compe- 
tition, notably from the Aluminum 
Co. of America which is both a pro- 
ducer and fabricator of aluminum 
and aluminum products. 

In 1935, the company’s profit 
was equal to $4.51 a share which 
compared with $4.31 and $4.24 a 
share in 1934 and 1933 respectively. 
Last year net was equal to $4.48 a 
share. Although the company’s 
earnings have been good, their fail- 
ure to record a more impressive 
gain in conformance with the rising 
trend of automobile production has 
had the effect of depriving the 
shares of their speculative momen- 
tum. In 1936, the shares sold as 
high as 631%, which compared with 
their low for that year of 404. At 
the beginning of the current year 
quotations were around 43, as com- 
pared with prevailing levels around 
45, and the high, 4814; low, 37. 

The extent to which these quota- 
tions reflect doubt as to the prob- 
able trend of earnings may be noted 
from the fact that in the first six 
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months of this year the company tive | 
reported net equal to $4.08 a share go! 
as compared with $1.97 a share jp jms 
the same period a year ago. More jy imu 
over, the company paid recently , fj po 
quarterly dividend of $1.25 a shay ja 
as against 75 cents in the previoys #2 
quarter. It should be noted further § i985 
however, that current profits jp. § @™ 
clude a sizable non-recurring iten § &° 
in the form of profits derived from § "8 
the sale of copper inventories ac. § @™ 
quired some three years ago. As aq § !! 
result, net in the first quarter was § °Y"! 
equal to $2.81 a share, despite the field 
fact that manufacturing profits were § " ' 
lower than in the final three months § °°" 
of 1936. Net in the latter period § *! 
was equal to $1.62 a share. In the § 
June quarter of this year, the shares diff 
earned the equivalent of $1.27 each, a 

(ha 


comparing with $1.02 a share in the § 
corresponding months of 1936. pal 

It is not unlikely that the com. § 
pany will be able to maintain ean- fact 
ings adequate to support at least § °" 
a $3 dividend, but there appears to § . ! 
be sufficient doubt surrounding the — "? 
immediate outlook to make the § ! 


shares unsuitable for further reten- sto 
tion, except in the case of holders § 
willing and able to assume the at-§ 

jus 


tendant risks in return for the high 
indicated yield. The shares of either § 
Borg-Warner or Kennecott Copper § 
would seem to be better now. = 
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(Continued from page 669) 
producers established its own lines " 
of lower priced brands of blended ” 
or younger straight whiskies. It " 


seems hardly likely that, in market- “4 
ing their aged stocks, competition 


would bear down on prices sufi . 
ciently hard to greatly reduce al: ss 
ready narrow profit margins on the P 
popular priced brands. Even look- : 
ing well ahead into the future when : 
aged stocks will become really 


abundant, this factor alone affords 
considerable promise that the com 

‘ ; : t] 
panies which have been quietly et- 


; . ; 0 
gaged in aging stocks will carry the : 
increment in value of aged whiskey ls 
into profits accounts, with far more ‘ 


dynamic results for liquor security 
earnings than is generally ascribed 
to this group. 

In contrast with these construc 
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five potentialities in the trade back- 

und of the liquor group, the 
jares of the leading companies con- 
‘inue to command an exceedingly 
poor stock market evaluation. Pres- 
at market prices are only from 
shout 6 to 74% times estimated earn- 
ings for 1937. Yet the trend of 
amings has been generally upward, 
acept for a short lived display of 
lrge profits by several of the units 
immediately after repeal. Sales 
have shown wider growth than 
average in the consumers goods 
fed. The trend of consumption 
for the industry as a whole has been 
consistently upward on a gallonage 
basis. Under these circumstances, 
existing price earnings ratios are 
dificult to explain, unless there is 
some fairly well defined indication 
that earnings are likely to be im- 
paired by future developments. A 
careful examination of the available 
facts fails to disclose any such cir- 
cumstances in prospect. 

As indicated above, current earn- 
ings prospects range, at best, from 
liberal profits on the sales of aged 
stocks to a possible temporary re- 
striction on growth of earnings 
during a phase of possible price ad- 
justment, at the worst. To com- 
pensate for any such delay in earn- 
ings expansion leading producers 
would be expected to improve their 
relative trade position greatly as 
compared with the so-called inde- 
pendent companies. A happy me- 
dium between these two extremes 
would still provide the basis for an 
entirely satisfactory earnings in- 
crease. 

From our study of present condi- 
tions, the prediction is hazarded 
that 1938 will see at least one lead- 
ing company aggressively marketing 
some of its four-year-old stock as a 
“bottled in bond” brand priced on 
a truly competitive basis—probably 
a flat retail price of $1 a pint. Sup- 
plies of bottled in bond material 
will be limited, however, to an 
amount that will be barely adequate 
to test the consumers’ reaction to 
the pre- prohibition standard of 
“aged” whiskey. It might furnish 
the answer, however, to the present 
open question of what premium the 
market will stand between the popu- 
lar brands of blends and younger 
whiskies and the bottled in bond 
grade on a truly competitive basis. 
Further increase in consumption 
is also foreseen. Undoubtedly there 
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has been a fairly direct relationship 
between the steady increase in con- 
sumption during the past three years 
(present consumption being more 
than double that of 1934) and the 
steady increase in quality and re- 
ductions in price. If the price and 
quality adjustments are accentuated 
when larger supplies of aged whis- 
kies become available, proportionate 
acceleration in consumption should 
also follow. 

As to the extent to which earn- 
ings expansion will be achieved by 
the several leading liquor producers, 


it is believed that a substantial part | 


(but not all) of the present price 
spread between aged whiskies and 
the popular blends will rule for at 
least the next year or two. This 
means that the companies in a posi- 





tion to market their four-year-old | 


stock at the earliest time and in 
the largest quantity will benefit to 
the greatest degree in earnings 
growth. The leading distillers are 
well provided with aging stocks, and 
should be well suited to supply the 
demand, either as straight whiskey 
or for blending purposes. 

Finally, the question arises as to 
when these background factors are 


likely to find more positive reflec- | 
tion in the price trend of liquor | 


securities marketwise. There are 
several reasons to believe that the 
market psychology toward liquor 
stocks might change radically for 
the better between now and the end 
of the year. For one thing the sea- 
sonal factor will be in their favor. 
Recent price fixing legislation is 
timely for this industry as is the 
ruling of the Commission that only 
two-year or older whiskey can be 
labelled “straight” whiskey. Another 
factor worth considering is the prob- 
ability that one of the things that 
has restricted market interest in 


liquor shares has been the general | 


knowledge that production has been 


running three to four times the | 


volume of consumption, with re- 
sultant additions to stocks. With 


completion of the aging program, | 
the liquor group is likely to have | 


better statistics to encourage public 
security interest. A sharp reversal 
in trend of production and _ stocks 
has already been seen in the June 
and July figures. Of course there is 
a great deal of popular prejudice 
and inertia of investor habits to be 
overcome before any worth-while 
market movement can get under 
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way in these issues. This takes time, 
but nevertheless present prices of 
liquor securities afford an oppor- 
' tunity for adding whiskey stocks to 
speculative commitments on _ the 
theory that before long they will 
command at better valuation of 
earnings. 





Armco for the Long Pull 





(Continued from page 651) 


to retire $21,625,000 of 5 per cent 
debentures, $1,931,900 of 6 per cent 
preferred and several millions of 
bank loans; to increase working capi- 
tal; and to provide for expansion 
and improvement of facilities. Ex- 
cept for a small amount owed 
by two subsidiary companies, this 
financing leaves Armco free of 
funded debt, with working capital 
position substantially improved and 
with expansion needs provided for 
for a long time to come. 

Dividend requirements on the new 
preferred will be $2,205,000 or only 
a trifle more than previous charges 
totalling $1,997,614, and made up 
of $1,081,250 interest on the deben- 
tures now retired, dividend charges 
of $115,914 on the 6 per cent 
preferred, amortization charges of 
around $50,000 and annual sinking 
fund of $750,000 that applied to the 
debentures. The new preferred is 
convertible into common at $40 per 
share up to July 15, 1939, and there- 
after to 1947 at varying prices up 
to $50 a share. Full conversion 
would increase common outstanding 
by maximum of 1,125,000 shares to 
total of 3,993,513 but such dilution 
of the equity would be substantially 
compensated for by elimination of 
$2,025,000 dividends on the pre- 
ferred. 

Principal Armco plants are at 
Middletown, Hamilton and Zanes- 
ville, Ohio; Ashland, Ky.; Butler, 
Pa.; and Kansas City, Mo. With 
ingot capacity of 2,531,120 gross 
tons, as of start of this year, the 
company is the seventh largest steel 
enterprise in the country. It con- 
trols ample coal reserves in West 
Virginia, and owns minority inter- 
ests, ranging from 15 to 33 1/3 per 
cent, in five iron ore mining com- 
panies operating in the Lake Su- 
perior region, as well as minority 
interest in Columbia Steamship 
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Company. Royalties to Armco are 
sizable only under very active op- 
erations in continuous rolling mills 
licensed, such revenues last year 
having been $1,274,419, or about 20 
per cent of earnings, and comparing 
with $725,000 in 1935. 

The company is under veteran, 
but notably progressive, executive 
direction. Indeed, nothing testifies 
more convincingly to the quality of 
this management than the fact—of 
which Armco rightly is proud—that 
in the thirty-six years of its career 
it has never lost a pound of pro- 
duction nor its men a dollar of wages 
as a result of labor troubles. That 
was unusual even in the so-called 
Dark Ages before the New Deal. 
Under the circumstances of the past 
year—with labor agitators running 
wild to the acclaim of those in high 
places—it is unique, even phenome- 
nal. 

Such is the picture of Armco, 
briefly sketched—a good company, a 
progressive company. Its longer 
outlook, in this writer’s view, ap- 
pears a little brighter than the out- 
look for the steel industry as a 
whole, and the outlook of the steel 
industry is as good—and no better— 
than the outlook for the Nation. 
Advance of the stock quite likely 
may be retarded by the $40 conver- 
sion point now not far over its head, 
but the prospective dividend yield 
and longer term potentialities should 
amply reward the investment holder. 





Re-Appraising Latin 
American Bonds 





(Continued from page 654) 


hypothecated by the Republic of 
Cuba for the service on the so- 
called Public Works 544% Loan of 
1945, aggregated for the second half 
of the past year $5,487,539, equiva- 
lent to about 13°4% of the total 
amount of bonds outstanding. It 
is apparent that the Cuban Govern- 
ment has little, if any, excuse for 
delaying the resumption of interest 
and amortization on its Public 
Works loan. It has been suggested 
that Cuba, despite assurances from 
time to time to the contrary, is not 
particularly anxious to dispose of 
the Public Works controversy at an 
early date. Politicians are in a po- 
sition to make capital out of the 
dispute. In the meantime, holders 
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of bonds who have acquired then 
in good faith have gone without any 
interest payments whatsoever fo 
more than 3% years. 


Dominican Republic 


Holders of bonds of the Domini. 
can Republic were recently called 
upon to accept a proposal provid. 
ing for the extension of maturity 
from 20 to 30 years. Those ident. 
fied with this “invitation” may have 
reasons of their own for desiring to 
convey to bondholders what is pre 
sumably an advantageous offer but 
which, on careful analysis, appears 
inequitable. 

In the final analysis, the United 
States Government would seem re. 
sponsible for the full discharge of 
the service on the bonds of Santo 
Domingo as provided for by the 
contracts drawn for the Republic 
by the United States Military Govy- 
ernment of Santo Domingo, acting 
under authority of the United 
States Government. Interest on 
bonds which have not been submit- 
ted under the plan is being paid and 
no interruption is expected. 


Mexico 


Recent reports in American news- 
papers to the effect that Mexico is 
about to resume the service on her 
foreign debt must have originated 
in the minds of confirmed optimists. 
Mexicans have been in default with 
respect to their foreign debt for so 
many years that they probably take 
the default for granted, and there 
is no really good reason why bond- 
holders should not become recon- 
ciled to their fate. 

Speculatively, Mexican bonds 
may from time to time possess in- 
teresting possibilities. Curiously, 
certain traders even go so far as to 
contend that at least twice a year 
Mexican bonds advance appreciably 
in price without undergoing any 
change whatever in value. 

The budget of the Republic for 
1937 contemplates an expenditure 
of 35,000,000 pesos to service the 
public debt. The amount presum- 
ably is sufficient to take care of in- 
ternal commitments. Not one cent 
is being set aside to service the 
foreign debt. 

With respect to the obligations 
of the National Railways of Mexico 
which are unconditionally guaran- 
teed by the Mexican Government, 
the following facts are of interest: 
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The consolidated funded debt at 
par of exchange totals about $245,- 
000,000 and has been in complete 
default for many years. Quotations 
ic of Mexican National Railway se- 
curities, or rather insecurities, have 







Domini. been purely nominal and barely in 
y called MH excess of what one might term sou- 
| provid. venir values. Prices, in many in- 
maturity stances, are lower than the annual 
€ identi- interest payments. For 1934 and 
", have 1935 net earnings requirements were 
siring to @ appreciably in excess of the full in- 
t is pre. terest. Earnings in 1936, while not 
offer but sufficient to cover interest in full, 
Appears came pretty close to meeting all re- 
; quirements for interest on  out- 
United | standing obligations. On the basis 
bie 3 of earnings so far this year, it is 
‘arge of reasonable to anticipate that inter- 
F Santo est requirements will again be cov- 
by the f ered in full. In other words, there 
‘epublic is little if any excuse for the con- 
ry Gov- tinued default on the outstanding 
acting obligations of the National Rail- 
United ways of Mexico. 
est on It is no longer a question of ca- 
submit. pacity to pay but only one of will- 
aid and ingness and inherent integrity and 
honesty which, unfortunately, some 
of our southern neighbors either do 
not seem to possess, or, if they do 
t newe possess it, do not care to show it. 
xico is 
on her Nicaragua and Panama 
rinated 
Imusts. Interest on the bonds of the Re- 
it with public of Nicaragua is now being 
for so discharged in native currency, even 
y take though the original loan contract 
there stipulates that payments are to be 
bond- made at the option of the holders in 
recon- United States dollars or in Nica- 
raguan funds. 
onds Interest on the Panama 5s has 
‘SS In- been in complete default since No- 
ously, vember, 1936. Bonds are secured by 
as to a first lien on the revenues derived 
year from export duties, the stamp tax, 
clably the retail liquor tax and the net 


any revenues from the operations of the 
Chiriqui Railway and the wharfs at 


c for the Port of Armuelles. The loan is 
liture further secured by a charge on the 
> the annuity of $250,000 (gold) payable 
— by the United States Government 
of in- to the Republic, and the net rev- 
cent enues from the so-called Constitu- 


the tional Fund of $6,000,000, subject 
only to the prior charge in favor of 


tons the 544s. By virtue of a treaty be- 
-X1CO tween the United States and Pan- 
ran- ama drafted last summer and still 
_ awaiting ratification by the United 
rest: 


States Government, the annuity to 
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Panama is to be increased to $430,- 
000, compensating Panama for the 
loss sustained by virtue of the aban- 
donment of the gold standard by 
the United States and the subse- 
quent devaluation of the United 
States dollar in terms of gold. Fol- 
lowing ratification, Panama will re- 
ceive three annuities aggregating 
$1,290,000. 

If account is taken of the fact 
that the income from the Consti- 
tutional Fund has shown impressive 
gains, it is apparent that immedi- 
ately upon ratification the position 
of the Panama 5s will be greatly 
strengthened, which in turn is bound 
to find reflection in the price of the 
issue. 


Peru 


With Peru’s total trade for 1936 
exceeding the record high estab- 
lished in 1929 and with the favor- 
able balance of trade aggregating 
well over 142,000,000 soles com- 
pared with 145,000,000 in 1929, the 
recent proposal to pay interest on 
the dollar debt at the rate of only 
about 10 cents on the dollar is 
equivalent to virtual repudiation. 
It is not impossible that irregulari- 
ties, actual or alleged, in connection 
with the origination and distribution 
of Peruvian dollar bonds might have 
militated against a more satisfac- 
tory arrangement with bondholders. 

It is somewhat curious to find 
that the Peruvian loan floated in 
London in 1922 and known as the 
GUANO Loan is being accorded far 
more satisfactory treatment. Ar- 
rangements have also been made by 
the Republic for meeting the service 
on floating and so-called short term 
obligations, including the Interna- 
tional Petroleum Company loan and 
the Marconi Wireless loans. 


Salvador 


On the tenth anniversary of the 
floatation in the American market 
of the first Salvadorian loan a so- 
called Bondholders Protective Com- 
mittee which, curiously enough, 
was virtually identical with the in- 
stitution which originated and dis- 
tributed the bonds, announced an 
agreement on the part of the Re- 
public to allocate 20% of its cus- 
toms revenues for the period Janu- 
ary 1, 1933, to December 31, 1934, 
for the payment of interest on the 


8% bonds of the Republic known as 
Series “A” and the 7% bonds known 
as Series “C” and also the expenses 
of supervising the collection of rev- 
enues and the costs of distributing 
the funds. 

The charges made by the Com- 
mittee in connection with the modi- 
fication of the original plan were 
rather heavy, with the result that 
interest on the 8% bonds was avail- 
able in full and interest on the “C” 
bonds only to the extent of 50%. 
However, substantial deductions 
were made from these amounts by 
the Committee. 

In July, 1936, a new readjustment 
plan was put into effect, providing 
for the payment of interest at 544% 
per annum on the “A” bonds depos- 
ited with the Committee and at the 
rate of 314% on the Series “C” 
bonds deposited with the Commit- 
tee. No interest of any kind has 
been paid with respect to bonds 
which have not been deposited. 


Uruguay 


American holders of Uruguayan 
bonds are being offered a new sched- 
ule of payments, resulting from an 
arrangement entered into between 
the Uruguayan Government by an 
agency which presumes to be com- 
petent to speak for American hold- 
ers of foreign bonds either in partial 
or complete default. 

Since governments are in a posi- 
tion to treat or mistreat foreign 
creditors as they see fit, the arrange- 
ment proposed is apparently final 
and binding. American bondholders 
have no alternative. They must 
either accept the proposal or sell 
their bonds. 

Several years ago economic and 
financial conditions in the country 
made it imperative for the Republic 
of Uruguay to reduce the interest 
on outstanding commitments to 
314% regardless of rates stipulated 
in original loan contracts. It was 
stated at that time, however, that 
in the event of any improvement in 
the affairs of the country, payments 
to bondholders would be increased 
correspondingly. Despite an im- 
pressive change for the better, 
bondholders did not share in the 
improvement. 


Conclusion 
In conclusion, it may be in order 
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to quote from an earlier article pub- 
lished in Tae Magazine or Way 
Street dealing with American in- 
vestments in the republics south of 
the Rio Grande. 

“The South and Central Ameri- 
can republics, among which are 
some of the worst defaulters, con- 
tain extensive areas of undeveloped 
and partly developed territories. 
The people are prolific and indus- 
trious. They are also proud and 
would be deeply and sincerely grate- 
ful for any measures designed to 
mitigate the disgrace of their pres- 
ent degradation. Moreover, our eco- 
nomic and financial relations with 
these nations are not nearly so un- 
satisfactory as some incline to be- 
lieve, particularly when comparison 
is made with the Old World. 

“America’s most logical and prof- 
itable field of action is in this con- 
tinent—not in Europe, torn asunder 
by national antagonism, political 
animosity, and racial hatred, now 
reverting to a state resembling that 
of quattrocento Italy, with all her 
horror and misery but without the 
saving grade of her effulgence and 
glory; not in a continent where debt 
covenants are hedged around by po- 
litical conditions calculated to un- 
dermine the lender’s own economy. 
But in extending credits to our 
southern neighbors we must con- 
trive some means to insure that they 
will be used for the financing of con- 
structive and strictly revenue-pro- 
ducing projects, affording a stimulus 
for the maintenance of America’s 
commerce and providing new sources 
of income for the faithful discharge 
of whatever obligations we may en- 
able our neighbors to contract.” 





Newmont Mining Corp. 





(Continued from page 666) 


also been some expansion of equip- 
ment. With no securities ahead of 
the common stock and with ample 
cash items, Magma is strongly situ- 
ated among the smaller copper pro- 
ducers. 


KENNECOTT COPPER 


Shares outstanding Current price 
10,821,686 56 


Newmont owns 


228,100 


A comparison was made between 


692 


this company and Anaconda in our 
last issue. It was shown how Ken- 
necott is less dependent upon fab- 
ricating interests than Anaconda 
and how the former, while somewhat 
less attractive during a time of ac- 
tive demand for copper products, 
has a much better depression record 
which should appeal to the more 
investment minded. The company 
has issued no report as yet for the 
first half year, but higher earnings 
are a safe assumption. So far this 
year Kennecott has distributed $2 a 
share in dividends, whereas only 
$1.70 a share was paid during the 
whole of 1936. 


RHODESIAN ANGLO-AMERICAN 


Shares outstanding Current price 
9,261,164 $8 
Newmont owns 
555,746 
plus options on 


243,080 


Rhodesian Anglo-American is a 
holding company whose principal 
asset is the control of Rhokana 
Corp., Ltd. The latter has exten- 
sive operating interests itself in 
Africa and in addition has a heavy 
siock interest in other properties. 
Rhokana’s estimated earnings for 
the year to June 30, last, after all 
expenses and charges other than 
taxes, are placed at some £2,000,000, 
against less than a third of this sum 
in the previous year. 

Inter-company relationships are 
complicated: Rhokana, for exam- 
ple, owns about a one-third interest 
in Mufilira Copper Mines, while the 
other two-thirds are owned by Rho- 
desian Selection Trust which is con- 
trolled by the American Metal Co. 
Thus, Newmont Mining through its 
holdings of Rhodesian Anglo-Ameri- 
can and its holdings of the Ameri- 
can Metal Co. converges on Mufilira 
from two directions. 





Big Business Ahead 
for Makers of 
Labor-Saving Devices 
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lector, having been paid his just 
due, is placed in a position of not 
being able to demand more. The 
Social Security taxes alone have 
made it necessary to install much 
new business equipment. Incident- 
ally, in this case the burden of in- 


stalling new machines has not been 4 
imposed solely on private industry, | 
for the Government itself has had to 
enter the market and buy and rent’ 


uw 


equipment. ‘ 

The prospect of additional taxa- 7 
tion, more complicated taxation and © 
that multitudinous government ~ 
agencies will increase rather than © 
diminish their demands for this and ~ 
that, make it certain that the manu- 
facturers of business machines face 
a period of record-breaking activity, 7 
Non-competing in many respects, 
there are five important companies 
in the field—International Business 7 
Machines, Underwood - Elliott - 
Fisher, Remington - Rand, Bur- 
roughs Adding Machine and Na- 
tional Cash Register. 

The manner in which the use of 
machines on the farm has grown is 
yet another aspect of the present day 
trend. While the average farmer, 
tilling medium sized acreage, is as 
interested as any other man in re- 
ducing his dollars and cents cost, he 
is probably buying tractors and 
combines less because they displace 
labor and show him a greater mone- 
tary profit than because they are 
truly saving of his own and his fam- 
ily’s labor. In other words, the 
farmer wants twelve and fifteen hour 
days to be things of the past and if 
a tractor and other farm machinery 
will enable him to maintain his 
standard of living on an eight or nine 
hour day he is all for it. The way 
in which farmers have bought 
machinery over the past year or two 
has been quite remarkable. They 
have bought it as soon as they have 
had the means with which to do so 
and the improvement in the farmer’s 
lot has meant prosperity for In- 
ternational Harvester, Deere, Case 
and other companies. With the 
Government apparently embarked 
upon a policy of guaranteed pur- 
chasing power for the agricultural 
community, there is every reason 
to expect the further extension 
of labor - saving machinery on the 
farm. 

It would be possible to go on in- 
definitely giving examples of the 
trend—in factories, offices, on the 
farm, even in the service industries 
—towards cost-reducing and labor- 
saving machinery. But enough has 
been said to show that the manufac- 
turers of such equipment face a fu- 
ture that is indeed bright and that 
an investor should be able to profit 
from developments. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








